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IN THE SUPREME COURT OF ONTARIO 
IN BANKRUPTCY 


IN THE MATTER OF THE BANKRUPTCY OF ASSOCIATED 
CANADIAN HOLDINGS LIMITED, of the City of 
Toronto, County of York, Province of Ontario. 


This te the oxamination Of CAMPBELL 
POWELL MORGAN, under Section 121 of the Bankruptcy Act, 
taken in shorthand before Peter W. McHugh, C.eSsRey 
Special Examiner, at his Chambers uite 302 the Victery 
Building, 30 Richmond Street West, Torento, Ontario, on 


the 26th Say of January, 1966. 


APPEARANCES 3 
D.E. BAIRD, ESQ. , for the Trustee. 
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BY MR. BAJADs 
Q@. Mr. Morgan, what ja your full name? 
A, Campbell Powell Morgan. 
Q. Were yOu a shareholder of Associated 


Canadian Holdings Linited? 

A, I was. 

@. What wae the purpose for the Lnceorpora- 
tlon of Associated Canadian Holdings Limited? 

A. It was ineorporated as a holding cOmpany 
with diversified interest grimarily to retain 
control for as long as possible of the shares of 
Commodore Business Machines (Canada) Limited. 

Q. Why would the Lnoorporation Of this 
eompany allow you to retain control of the 
shares of Commodore Business Machines? 

A. Wall, at the time the people went 

into Agedciatad Canadian Holdings Limited 
represented -~- I am not certain whether they 
represented majority control, but they 
represented substantial acntyoel of Comnedore 
Business Machines. 


& Mew would the Liserporation of thia 
quapany allow this central to be saintaines? 
& In ether words, by making this ceupany 


inte a holding ceupany and the shares ef 
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Commodore Business Machines were put into 
AsgOciated in return for common shares and 
preferred shares of Associated. This would 
mean that Associated would have a large block 
of Commodore stock. This bliosk, at the time 

of ite incorporation, represented control of 
the Bonrd and the affairs of Commodore Busi ness 
Machines. 

Q. So it would appear to be transferring 
control from the individual persons who Owned 
the shares of Commodore Businesg Machines to 
Associated Canadian Holdings Limited? 

A. That's rirht. 

Q. And the same people would then control 
Agsoeclated Canadian Holdings Limited? 

A, Well, there were a number Of individuals 
who were not active in any wyin the business of 
either Associated or Commodore and those persons 
had agreed tO put their shares inte Asscciated. 
By having thie block of ateock in Assaclated, 
this would mean control of the affairs of 
Commodores Business Machines. 

Q. The minute book of Associated Canadian 
Holdings Linited contains some minutes of meeting 
of the Board of Directors of Associated Canedian 
Beléings Edwlted held on Fabruary 13th, 1964. 
The aLoutes record that a rasOlution was passed 
whereby One common share and One-half preference 
ahove Of Asacoiatad GCanaiian Holdings Linited 


oe 30 


10 


12 
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were to be issues in turn for the transfer of 
One COMMON nhars oF Commodore Business Machines 


(Canada) 4 06$ted to AsBociated Canadian Holdings 


Limited. “ore you avare of this arrangement? 


A 
fay 


Yes, because I turned in my shares of 


Commodore for those common shares and oreferred 


chares of AnsSciated which shares I still hold. 
Q. I woul3 like to show you the minutes 
Of this meting wnich will be Exhibit, 1 50 this 
SXamination ang refer you tO thse list of the 


Persons 0 whom Sreference shares ang common 


shares Of Associata3 Canadian Holdings Limised 
were tO be issued. Trig included une name 

C. Powell MOrzan and Mildreg Morgan. The 
minutes indicates that yOu would have turneg Over 
52,237 shares of Commodore Business Machines 
(Canada) Limt:ed te AssCciated Canadian Holdings 
Limited in return for 26,118 preference shares 
and 52,237 common shares of AssOcilated Canadian 


Holdings limited. Ig chat cOrract? 

A. That is correct. I have those certifi. 
cates in my possession. 

Q. You have the certificates retrred to 
in the minutes in your pogsession? 

A, That's right. 

Q. Dees this also apply to your wife, 
Mildred Morgan? 

A. Yes, 


a. Did she receive 7500 preference shares 
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Hl of Ass0cia.ed Canadian Holdings Limi ed and 


15,000 cOamon shares? 


ve 
A. Bhe 31d. 
4. 13 a Did she transfer 15,000 common shares 
5 Of Commodore Businesa Machines (Canada) Limited | 
6 to AgsOciated Canadian Holdings Limited? 

7 A. She did. 
g 14 Q. Did you :ransfer 52,237 common share | 
9: of Commodore Business Machines to Associated 
10 Canadian Holdings Limited? 
1! A. I dig, 

\15 Q. What werethe mechanics of this transfer? 


Where were the shares at this time before they 
were transferred in'o the name of Associaied 


Canadian Holdings Limited? 


A. They were cOming Out of -~- I Jonti 
know the exact dates, but I think they were 
coming Out Of escrow or had just come out of 
escrow and they were On deposit with the trust 
cOmpany or they were in Our own personal 


possession at that time. 


~~~EXHIBIT NO. 1: Minutes Of meeting of Board of Director 
heid February 13th, 1964. 


BY MR. BAIRD: 

16 Q. Mx. Morgan, I would like to show you 
a nandwritten suamary which will be Exhibit 2 
in tHe examination. Would you examine this 
Summary and tall me if you prepared it? 


17 
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A. This i469 Ln my handwriting. 
Q. What 610 the summary mean? 
A. This appears to be a summary Of the 


holdings, “he shareholdings of the cOmpany -- 
that le Commodore stock ~ at the time that 
‘hOge traneactions you are talking about was 


enterad inte the records of AgsOciated Canadian 


Holdings Liniced, 


- ~EXHIBIT NO. 2: Handwsrliten summary above referred 10. 


BY MR. BAIRD: 


13 


19 


20 


Q. Was this a record of where the shares 

of Commodore Business Machines (Canada) Limited 
were before they were transferred to Associated 
Canadian Holdings Linited? 

A, It would appear to be, yes. 

Q There ara headings M. Kapp, then there 
is Pref, Does tha: mean preferred? 

A. Yeas. 

Q. Com. means cOmmon, and does that read 


"In whose possession?" 


Ae That's right. 
2 Dees that mean the person--- 
A. Where they were at that particular 


time. In othar words, Mr. Tramiel and myself 
gat down and made a summary Of where the stcok 


was in Order 10 get this transferred into 


Associated. 
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23 


eu 


26 


27 


Q. What. Joes M.K. reoresent? 

A. I would think chat represents Manny 
Kapp. 

Q. Does tha. maan Manny Kapp held 49,349 


shares Of Commodore Business Machines? 

A. He had all of chose. 

Q. There are various initials opposite 
each Of the numbers? 

A. That M. K. means Kapp and B.G. 1s 
Barrett, Goodfellow. 

Q. Does that mean there were 24,674 

shares in she posgession of Barrett, Goodfellow? 
A Yes. 

Q. And then there is an item 1937 which 

1s circled. What Joes tne fact Lt Ls circled 
mean? Why was it circled? 

A. Those havs been -- I was trying to 
remember. I would think this is stock that had 
been sold by them that was no. going to go into 
AssCciated. 

Q. If you daduet the amount that is 
circled, you arrive at a closer figure to the 
amount actually shown to be put into Associated 
Canadian Holdings Limited. If you deduct the 
1,937 from your total of 99,293, you arrive 

at 97,356 and Mr. Kapp is shown to have received 
credit for 84,356, a difference of 3,000 shares? 
A, Tnat is -< those 3,000 which apparently 


went to a fellow by name ef Edelstein. 


the zecOnd page where it says W. Streit? 

A, Rivht. 

Q. And yOu have a number 3 here on the 
first pege under 13,333 and Mr. M. Kapp and you 


have the number 3 under the W. Streit? 


PETER W. MCHUGH MOARAS 8 
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Q. Therefore he was not entitled --- 

A. He didn't put them in. 

Q He didn's out it into Assoclated Canadia 

Holdings Limited? 

A. No, 

Q. What are the initials H.W. What Joes 

that represent? 

A, That is Harry Wagman. 

Q. To which of the numbers of shares 

does H.W. refer? 

A. 1,937 with the circle. 

Q. Can you tell me from this memorandum 

where the 13,332 shares were? 

A, They were part Of this transaction 

io eOnnection with Bill Streit. 

Q. You are referring tO a notation on 
| 
| 

A. That's correct. | 
Q Are those the same shares? : 
A. The same shares. In other words, | 


RET ir 


the shares which were purchased from Streit 


were re-located te the peowie in the ratio that 


the small members were shown as I recall, ander 
W. Streit*s name. 


Q. Why were the shares purchased fren 


MERI SS PET oe oe 
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1| Mr. Streit, or shown as beins belonging to 
; Mr Kapp? 
,| ; That. was hie proportion of the trans- 
4] action. 
5 37 Q. I understand there were originally 
6. 70,900 shares purchased from Mr. Streit and 
7 7,000 were transferred into the names of 
8 individuals not referred to in the minutes, 
9 | an3 there was a balance of 53,0007 
10 A. Which were still in escrow and that 
11: is the re-distribution of that 63,000. 
| Q. Why was Mr. Kapo entitled to a portion 


of the 63,900 shares? 


A. why was he? 
Q. Yes? 
he Because when I purchased the shares 


from Mr. Streit, it was agreed that they would 
ne divided amOnzst those individuals. 

Q. You have an apportionment here of the 
63,000 shares apportioned into five amounts. 
Por my cross-reference, I understand 15,000 
are shown belonging to Mr. Wagman, 15,000 to 
Mr. Williem Walton, an? 13,333 to Mr. Kapp, 
13,333 to Mr. Jack Tramiel, and 6,334 are 


yecorded under your name. Is that correct? 


A. That's correct. 
Q. Did My. Kapp pay you for those shares? 
A. I think eventually he 6144 pay for then. 


I am not certain. 


MORGAR 10 


PETER W. MCHUGH 
SPECIAL EXAMINER 
TORONTO 


1} 42 Q. Do you krow how he paid for thant 

2 A. You will have to theck with Wagman 

3 who looked - whoever looked after ihe books 

4 of AssCclated to make certain this was paid. 

5 I do know Mr, Tramiel and Mr. Kaco had promised 
6 £9 pay for chose shares. Whether or not they 

7 eventually did in settlement, I doen't know. I 

8 lost control over Associated about that time and 
9 I have seen or had no particorlas dealings with 


the cOrporation for the past year. 

Q. Did Mr. Kapp ever pay you personally 
Por vnose shares? 

A, Oh ao. 

Q. Dig Mr. Tramial erer pay you for che 
13,333 shares shOwn to his cradit? 

A. No, he did no. 

Q. Do yOu knOw if he pald Assoctated 
Canadian Holdings Limited or anyone eles fer 


those shares? 


AY Same answer as I gave in connection 
with Mr. Kapp. 
Q. Did My. Wagman pay you fer the 15, 000 


shares to his credit? 


a. Yes, he aid. 

Q. Did he pay you personally? 

A. Yes, he 314. 

Q. How much di¢ he pay yout 

A. I am not cemain but I think it was 


in the neighbourhood of $1.00 a ahare. 
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1) 49 Q. Why did he pay you personally for 

2 the shares? 

3 A. Because I laid out the money for it. 

4] 50 Q. Did Mr. Walton pay you for the 15,000 
5 shares? 

6 A, Well, the same answer for Mr. Walton, yas. 
7) 5. Q. He raid you personally $15,000.00? 

8 A. That's wicht. 

9| $2 G. I have questioned Mr. ‘.agman concerning 
10 the purchase of the shares and he said he has 
11 nO recOllection of ever having paid you for the 
12 shares. He has stated in his examination that 
13 he was allotted 15,000 shares of which he was 
14 supposed tO cet some free, and some he was to 
15 pay a dollar for. 

16 A. Well, as far as I am concerned he paid 
17 for them. I can't be certain that he paid thea 
18 in actual cash. It was settled for that, or 

19 services rendered, but the dollar was the rizht 
20 figure. 

21) 53 Q. I asked him specifically -- 

a "Did you pay for any of thea? 

23 A, Ho." 

ae He also, when I asked him -- I questioned Mr. 
25 Vagman ag to whether he rendered services to 
8 you. I asked him 
a "For whom were the services rendered? 
A. Well it would be for him, Me 

29 


thought I was entitled te extra shares. 
pom BD 
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I didutt even question him why. He 
said, ‘Listen, I am giving them to you. 
I feel you are entitled to them.' In 
fact, we didn't aven designate how many 
I was supposed to get. I dort recall. 
Q. You didn't apportion what were to 
be free and wna: were £O be paid for? 
A, No, 
Q. Did you pay for any of then? 
A. No--~-" 
Is this true? | 
A. I would have to read that again. 
Q. I asked him srecifically = - 
"Did you pay for any of them? 
A. No. 
He algo, when I asked him - I question Mr 
Wagman ap SO whether he rendered services to 


you. I asked him 


"For whom were the services rendered? 
A, Well, it would be for his. He 
thought I was entitled to extra shares. 
I didn't even question him why. He 
said ‘Listen, I am giving them to you. 
I feel you are entitled te them.' In 
fact, we didn't even designate how many 
I was supposed te get. I don't recall. 
Q. You didn't apgertion what weer to 
be free and what were to be paié fort 


A. feo. 


57 


53 
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Q. Did you pay for any of them? 

A. No .---" 
A. I think he did pay for them, the 
13,333 and the extra amount to bring it up to 
15,000 and the same for Mr. Walton. It was for 
work they had Jone in connection with Associated 


Canadian Holdings and other matters. 


Q. Mr. Morgan, referring back to the 
statement, Exhibit Number 2, under E,Kapp, there 
are shown 3900 shares and the initials B.M, & T. 
What does tha: mean? 

A. British Mortgage & Trust. 

Q. Were those shares with British Mortgage 


& Trust at the time you prepared this list? 


A. They were. 

Q. Why were they with British Mortage & 
Trust? 

A. I think they were there for additional 


security for some loans the directors had 
norrowad in connection with debentures. I 
think there were some 40,000 shares. 

Q. I am advised in May 1963, 42,725 shares 
were lodged with British Mortgage & Trust as 
security for loans, a lean of $500,000.00 made 
to Cayman G. King, Douglas Annett, C. Powall 
Horgan, Manfred Kapp, Harry Wagman, and Willian 
L. Walton? 

A, That is the 40,000 shares I was 


referring te. 
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29 


30 


59 


60 


6). 


62 


63 


Q. Why would shores registered in the 
name Of &. Kipp be lodged with British Mortgage 
& Trust when she did not borrow any money from 
British Mortgage & Trust? 

A. Tnose shares were endorsed by her 

and were turned in to Associated and were part 
and belonged to Associated, and Associated had 
given their common shares and their preferred 
shares for it. 

Q. But those shares ware lodged with the 
British Mortgage & Trust Comoany before Associat 
Canadian Holdings Limited was Lncorporated? 

A, That is quite oosgible. 

Q. So how could they have been turned Over 
£9 Associated Canadian Holdings Limited when 
they wemin the possession of British Mortzage 
& Trust Company prior to the incorporation of 
Associated Canadian Holdings Limited? 

A. I don't follow that. 

Q. Those shares were registered in the 
name Of British Mortgage & Trust Company 

May 19637 

A. They weren't ever registered in the 


name Of British Mortgage & Trust, those shares. 
2 You are referring to the 42,725 shares? 
A. Right. They were deposited with the 
British Mortgage & Trust Company as collateral 
to tase loans. The Original ausber Of shares -- 


where they cane from, Gr in whose neme they 


14/ 66 


18] 67 
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were Oripinally, were, I think, 48 indicated 
on my schedule there. 

Q. I would like to go down your schedule 
where you show 3900 shares being eredited to 
E, Kapp, and then we show 24,675 shares being 
credited to J. Tramiel being in the possession 
of British Mortgage & Trust Company. Is that 
correct? 

A. That's correct as far as where it came 
from Originally, yes. 

Q. We stowH, Tramiel 3900 shares in the 


p0ssession of British Mortgage & Trust Company? 


Q. We show B. Silberman 2700 shares in 


A. Yeo. 
the possession of British Mortgage & Trust 


Company ? 
A. Right. 
a And R. Silberman 5500 shares in the 


possession of British Mortgage & Trust Company. 
There appears to have been an additional 2,000 
shares Of Commodore Business Machines lodged 
with British Mortgage & Trust Company. Can you 
tell me where those sharag came fron? I can 
find no record Of those shares on the memorandum 
which you hava prepared. 

A. Z can't reeali it. In any event, a 
mencrandum is only an indication cf whe are 

the peOple originally who had the stock. That 
memorandum in only a record of where the stock 
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; was iscued in ite original form anj the fact it 


was transferred out of the individual's names 


2: 

5 into British Mortrave & Trust was Jone obviously 
4 with the endorsement of the people concerned. 

5 63 Q. But do you know where the additional 

6 2,000 shares came from? 

7 A. I do not. 

8. 69 Q. Did you arrange for this loan to be 

9: made by British Mortege & Trust Company to the 
10. persons I have mentioned? 

11! Ay I was 6 party to it, Mr. Tramiel and 
12) Mr. Gregory made the loans to the individual 

13 directors and it wasthroush his, I guess, his 
14/ influence that the loan was made. 

15|| 7O q. Did vou negotlate this loan? 

16 A, Mr, Tramiei and I and Mr, Gregory did. 
17) 71 Q. What wae the purpose of the loan? 

18 A. TO put money Lnto Commodore. 

19| 72 Q. You are referring to Commodore Business 
20 Machines (Canada) Limited? 

21 A, Yes. 

22 73 Q. Did you reeca@ive the monay, or was 

23 the money paid directly by British Mortgage & 

24 Trust Company to Commedere Business Machines 

25 (Canada) Limited? 

26 A. It was paid Sirectly to the inividual 
a7 Jirectoye and then paid inte the company and the 
2 company received all the money because the 

29 


éedventures wore issued by the company to the 


7h 


15 
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directors anj the @irectors assigned those 
debentures to British Mortgage & Trust. 

Q. In this list, you have schedule which 
ie Exhibit 2, you have shown Mr Walton entitled 
to 15,000 shares and on the minutes of meeting 
there is no reard of Mr. Walton receiving any 
shares of Associated Canadian Holdings Limited? 
A. I want to make 1t clear that this 
memorandum referred tO as Schedule 1 = -~ 

Q,. That is Exhibit 2? 

A, Exhibit 2 was Only a dJOcument that was 
prepared to try to ascertain where the shaes 
were and was not data which resulted in the | 
issuance of the shares Of AssCGclated. This is 3 
not a backing up document. | 
Q. This appears tO read .- the words are 


"To be issued" On top of this document. : 


A. This was Only a discussicn with Mr. 
Tramiel. 
Q. This was a statement you prepared in 


order to determine what shares should be issued 
by Associated Canadian Holdings Linited? 

A. Exactly. It was only prepared as 

an indication of where the shares were and 

to whom the shares if the transection went 
through and if they were issued by Associates, — 
It was not subordinated data to that treasactica. | 
Q. This shows it was prepesed Hr. Walton 
would transfer 15,000 shares of Comssdere | 


A 


| 


62 


MORGAN 
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Business Machines to Associated Canadian 
Holdings Li-ted. That was the Original 


oropOsal. Is thai correct? 


13 


A, That was the criginal proposal he was 


to gat that amount, yes. 


Q. And it appears that Mr. Tramiel gave 


a direction to C.M. Solomon, on February 13th, 


1964 which included Mr. Walton's name as being 


entitled to 7500 preferred shares and 15,000 


COmmon shares of Associated Canadian Holdings 


Limited? 
A. Did he not get them? 
Q. Subsegusnily, Mr. Tramiel - I nave 


a photostatic copy Of letter Mr. Tramiel sent 


to Mr. Solomon setting out a new list of the 


shareholders and the amount of shares to be 


issusd and Mr. Walton was not included in 


tnis list. Can you tell me the reason why 


Mr. Walton would have been in the original 


proposal and subsequently left out? 


A. Yes. It was put in -~ now that I 


gee the trangaction -- 7500 shares. It was 
put in 50% in Harry Wagman's name, and 50% 


in my name for the benefit -- we were to 
account for it to Mr. Walten. 
Q. Why was this done? 


A. I think, at that particular tine, 


Mr, Walton was in problems. 
Q@. Bid you have 7500? 


re | 


33 


35 


36 


37 


89 
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A, X still hold 7500. 
Q. They are common shares and the 3,750 


of thé preferred? 


A. I still hold them for Mr. Walton. 

Q. In trust for Mr, Walton? 

A. I am sorry, right. 

Q. On this memorandum of where the shares 


are, there is the notation Five Wheels. What 


ig meant by that? 


A. Do those notations total 100,000 shares 
Q. I haven't totalled them, Mr. Morgan. 
A, fhey represent the shares. To answer 


yOur question, they represent the shares that 
went to Five wheels and Pive Wheels ourchased 
their 100,900 shares. 

a, I understand that in July 1963 Pive 
Wheels Limited purchaseg 100,000 shares of 
Commodore Business Machines from Associated 
Canadian Holdings Limited? 

A. Right, and this wes part or that 
grouping of AssOciated Canadian and the stock 
went from these various shareholders to 

Five Wheels. 

Q. Wezethe shares actually transferred 

to Five Wneals Liaited? 

A, Oh yee. 

Q. The words B. & G., Barrett, Geodfellow, 
were those shares pledged te Barrett, Geodfelloy 
fer 10ans, Or just hald by Barrett, Geedrelice? 


i 


28 


29 


PETER HR Mose 
Serle a. Evawowee 
are, Pe Sere 


A. Barrett, Goodfellow is a droker on 

the Toreato Stock Rrohange and these shares 

were as cOllateral to Associated Canadian 
account with Barrett, Goodrallow. 

Q. On the last page, page 3 Of this 
memorandum, there were some calculations togethe 


Seer eens Seen 


with a final balance of $5,518.00, and it reads 
"To be charged to H.W. in trust." Can you tell 
we what is meant bv that? 
A. Bo, I can't. 

Q. Is this in your handwriting? 

A. Yes. This was just trying to 

summarize and total ths shares which were i 
Hitstanding and try to recomeile them and 


this was only a reconciliation at this time. 


I can't recall the breakdown of the transaction. | 


~--Off the record discussion. 


BY MR. BAIRD: 


92 


93 


Q. Mr. Morgan, I understand thet Messres 
Tramiel and Kapp e0ld, or transferred 100, 000 
shares of Comm @ore Business Mechines to you, 
My. Walton, and Mr. agean for 100,000 shez 
Ie that correct? 

A. That's right. 

a Mr. Kapp, wwer exemiaation, has 
ind£eated that he had no Kkaouledge ef this 
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1 transaction. Can you advise me as to how the 

2 transaction was effected and with whom you hed 

3 negotiation? 

4 A, I negotiated with Mr. Tramiel. 

5 O48 Q. What was the purpose of the transaction 
6 A. The purpose of the transaction was that 
7 the idea bahind Associated was to make it into 

8 a diversified compeny and not to put all our e 

9 in One basket, to have a substantial investment 
10 in another company besides Commodore Business 

i Machines. 

12 | 95 a. But I have been advieed by Kr. Vagman 
13 | thet yOu audsequently sold those 100,000 shares 
14 | of Commodore Business Machines to Assoclated 

15 Canadian Holdings Limited. Is that correct? 

16 Ks Because there had been an arrangement 
17 mage tO purchase 100,000 shares of -- I think 


it was then 100,000 shares of Five Wheels for 


$750, 000. and in order to get shares into the 
company for this transaction, thoge shares 
were sOld by Nr. Wagman and Mr. Walton and 
myself to Associated for $490,000.00. 

Q Hew much did yOu pay, or what value 
did you give Mr. Tramial and Kapp for those 
shares? 

A. | We gave them 100,000 shares of Dale 
and $50,000.00 cash. 

Q. Vhat was the value placed on 100, 000 
ahares Of Dalet 
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I A. It would be impossible to buy that 
2 number of shares on the market. It was & 
3 trade of tha securities on the basis Of One 
4 for ona plus $50, 000.0. 
5) 98 Q. In the minutes of Agsociated Canadian 
0 Holdings Limited the shares of Commodore Busines 
7 Machines were valued at $3.50 each for the purpose 
8 Of issuin: the preferred and common shares Of 
9 Assoc ated Canadian Holdings Limited. Why 616 
10 AssOcLated Canadian Holdin:s Limited pay you 
il $4.90 a share for the shares Of CommoJore 
12 Business Machines? 
13 A, For the simple reagon that tO go Out 
14 and buy that number Of shares Of Commodore, the 
15 market would probably be above that. 
16) 99 Q. Why did you agree that Assoclated 
17 Canadian Holdings Limited would only pay 
18 $3.50 for come shares and $4.90 for other 
19 shares? 
20 A. What was the lapse of time in there? 
21/ 300 Q. The record ig at the aame time, the 
22 game day -- July 10th 1963? 
23 A. I mean -~ in Other words, if I reeali 


the transaction, we turned in 100,000 shares of 
Dale for 100,000 shares6f Commogore and we 

paid tham $50,000.00 to Trastel and Kapp. 

ag When did you 60 this? This wes a 
trambaction which ig net recerded in the beoks 
of Agecciated Canadian Baldings Limited becanse 
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it involved Kapp and Tramiel as individuals? 


A, Yes 
Q. When did this transaction take place? 
A. This transaction took ,lace .- I can't 


give yOu the exact time but thermwas 4 lapse Of 
time in it. It certainly wasn't done on the 
Same day. 

Q. But then on July 10th 1963, the records 
indicate that the shares we have just been 
referring to of Commodore Business Machines, 
215,600 shares were s0ld by the shareholders 

to Associated Canadian Holdings Licited for 
$3.50 a share? 

A, Yes, but this negotiation had been 

in process for several months before that was 
done. In Other words, it had been agreed on 
in orincipal. 

Q. But I come back to the same question. 
On the same day, according to the books, the 
100,000 shares Of Commodores Business Machines 
were sOld by you ani Mr. Walten anid Me. Wagman 
to Asscciated Canadian Holdings Li-ited for 
$4.90 a share? 


A. They were subsequently sald on the 
seme day for $5.00 to Five Weels. 
Q. That's correct, but there appears to 


be a profit in this trensestion fer yeu, ir, 
Walton and Mr. Wageaa fer $146, 000. oof 
Ae I don't see new you aay thet. 


| 
! 
| 
| 
| 
| 
- 


106 


107 


103 


LO9 


110 


MORGAN 2h 
PETER W. MCHUGH 


SPECIAL EXAMINER 


TORONTO 


Q. If the same shares were worth $3.50? 
A. I am not. certain they wemonly worth 
$3.50. 

Q. Why would shareholders transfer the 


shares to the comany for $3 50? 


A. They transferred - the shareholders 


got under the optim, a share of common stock 


and half a share of preferred, 

Q. But for valuation purposes, they were 
valued at $3.507 

A. You have to put a valuation on them 
but in my Opinion, the value of the stock was 
much above that. 

Q. I understand Messrs. Tramiel, Kaop 


then transferred to Associated Canadian 


Holdings Linited 100,00) shares of Dale Estates. 


Limited. Is tha. correct? 

A. I believe thas was so. 

Q. And at the time they transferred those 
shares to the company, they were valued at 
$3.00 a share. Is that your understanding? 

A. I understood that they got half a 
share -~ @ share Of common and half a share of 
preferred based On that valuation which was 
the same measuring stick that was used for the 
ehareholders when they purchased Commodore. 

a. Why would they be prepared to accept 
a valuation of §300,000.00 on the Bale Estate 


shares plus the $50,000.00 cash whea you receive 
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$490,000.00 for the ghares which they had sold 


to you? 
A, You will have to ask Mr. Tramiel that. 
Q. I have asked Mr. Tramiel about the 


transaction. I asked Mr. Tramiel about the 
trangaction we have just been discussing. I 
asked him -- 
"umat was the reason for the transaction? 
A. So Mr. Morgen could make some 
adgitional money, 
G. How could he make some additional 
money? | 
A, I gon*t know exactly but I know 
we 6013 for less and bought for more. 
Q. I don't understand it, Mr. Tramiel 
A. I don't understand it myself. 
Q. What did you sell for lees? 
A. Commodore Business Machines stock. 
Q. At what price did you sell them? 
A. I don't recall at the present time 
Q. Have you any recOrd which would 
show the price at which you gold them? 
A. I don't have a record. 
Q. Were you the owner of the shass 
when they were #010? 
A. I never had the sharea in ay 
possession. 
Q@. Where were the shares? 
A. ir. Morgan held then. 
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Q. ify did he hold theat 
A. I have told you this before, Mr. 
Morgan had all the shares in trust and 
thay were never released. 
Q. Mr. Morgan has told me he has 
mM recollection of holding any of your 
shares of Commodore Business Machines. 
A, Well, I would definitely like to 
say I didn't deliver them to him because 
I 3id not have them. 
Q. Why jid you receive shares of 
Dale Estates Linited i: return. 
A. I have repeated, I have said it 
before because Mr. Morgan wanted to make 
some extra monay. 
Q. I gon't understand your answer, 
Mr. Tresiel. 
A. Commodore sharas were 801d below 
the market price and Dale Estates was 
bought abCve market price. Xr, Morgan 
Owned Dale shares and that is the 
reason he made additional amount of 
profit." 


Ie that true, Mr. Morgan? 


A. 
Q. 


Mo, that is net true. 
How much did you pay for the Dale 


Eatate ahares? 


A. 


ZI can't ascertain but FE would think 


they were somewhere around $3.00. 
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Q. Mr Tramiel has said Dale Estate shares 
weresOls to Associated Canadian Holdings Limited 
at above the nOrmal market orice. Is that 

trie? 

A, Ko, I don't think so. In other words, 
there was never any sale Of Dale shares to 
Associated Canajian Holdings Limited as such. 

If the minutes of Associated say they were 
exchanged for a certain number of shares Of 
cOmmon and a certain number Of shares Of 
oreferres--- 

Q. The minutes of Asscciated Canadian 
Holdings Limited make no reference to the Dale 
Estate shares. They only refer to the sharehdolde 
transferring shares Of Commodore Business Machines 
to the company. The books Of account indicate 
that Dale Estate shares plus $50,000.00 was 
received in lieu Of receiving commen shares of 
Commodore Business Machines? 

A, No. In Other words the transaction 
was this -~ that the shares of Dale went into 
the cOmpany for the issuance Of preferred and 
common shares Of Associated. Is that not trusef 
Q. That is true. 

A. Themfore Agscciated exchanged their 
sheres for Dale Estate shares. 

Q. But for the purpose of the transaction 
Asecoiated Canadian Helsings' shares were valued 


at $3,507 
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A, You have to put a value on tham to 

make your credita to your Lasued capital stock. 

Q. That 1s correct, and this would out 

& value of $307,000.00 onthe Dale Estate shares. 
Mr. Tramiel said this was above the normal market 
price, 

A. How would Mr. Tramiel know of the biging 
the 100,000 shaves of Dale. If you went into the 
narket to buy 100,00> shares Of Dale Estates, 

che price would probab y have bean $9.00. 

Q. DO you know what the normal market price 
for those shares were? 

Sj, They were level at that time at approx- 
imately between $2.39, or $2.85, something Like 
that. 

Q, Associated Canadian Holdinss Limited 
indicate they issued a cheque for $460,000.00 
which was depositad in the Guaranty rust Account 
13324. What was thia seco:nt? 

A, This was Operated by Mr. Walton berause 
thig transaction represented a transaction between 
Mr. Walton, Mr. Wagmean and myself. 

Q. Did you, Mr. Walton and Mr. Wagman have 
a syndicate for investaent purposes? 


As Not, necesgarlly. I wouldn't call it 
that, no. 

Q. What would you call it? 

A. We went into a aumber of transactions 


en the basis where each Of ug took a third bust 
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this was not a general practices. 

La Q. Wag this the number through which this 
aeco.int wag handled, 133247 
A, This is where the transaction for the 
490,000 shares were handled. I was not a signing 
authority on that account. 

12h QO. Who were signing authorities on that 
account? 
A, I dontt know. You will have to ask the 
Guaranty Trust 

125 Q. I would like to show you a handwritten 
statement which I will enter as Exhibit 3 to 
this examination. Can you tall me whether you 


prepared this statement? 


A, This is my handwriting. IZ am just 


Looking at it, yes. 


. ~EXHIBIT NO. 3: Handwritten etatement representing, 
reconcliiation of stock, 


BY MR. BATHD: 

126 Q. What does this statement represent, 
Mr. Morgan? 
A, This 1g a reconciliation of the 
atock, where it was, and my attempt to fing 
out whare the various items of atock were, 

127 Q The firet item deals with 100,000 
Dale Estate shares and $50,000.00 cash. Those 
were the shares Of Dale Batates ani $50,000.00 
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1 cash, which was transferred to Associates 

2 Canadian Holdings Liaited by Messrs. Bamiel 

3 & Kapp. Ie that correct? 

4 A, Correct. 

5/123 Q. Item 2 is 100,000 shares of Commodore 
6 Business Machlies, Were those shares that were 
7 8013 by Messrs. Tramiel & Kapp to you, Mr. 

8 Valton & Mr. Wacman and then sold to Five Wheels 
9 Limited? 

10 | A. I thought they were just a cross- 

11 indication of those shares. 

12/129 Q. This is what I mean? 

13 i. Yes, IT think that's right. 

14 nas g. Wer those the shares which were 

15 eventually sold to PMive Wheels Linitea? 

16 A. Those were -- you seg those are the 
17 issuance Of common shares and preferred shares 
18 of--- 

19/132 Qe Why are they broken down in this 

20 fashion? Why do you arrive at the figure of 
21 $100, 000. 007 

22 A. Those are not dollars, those are 

23 shares. 

24/339 Q. Shares Of what company? 
25 A. These are the shares of A.C.H. new 
26 atock, cOm@On and preferred - 7500, 15,000, 
27 7500, 15,000, 13,333, 4,667, 10,000, 25,602. 
28 133 Q. Why are they set up in this fashion? 
29 What dothey represent? 

p——_ 30 | 
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1 A, There is the amount of $2,000.00 you 

2 were worrying ahOut before. 

3134 Q. I just realiged that. Do those 

4 represent 100,000 shares of Commodore Business 

5 Machines? 

6 A, Those are the stock on account, and 

7 ‘his is the common and preferred stock of 

8 A.C.H. issued for those shares. 

9135 Q. Those are the amount of shares Laaued 

10 to A.C.H., the amount of shares A.C.H. issued? 

11 A. Issued to those various individuals. 

12 136 Q. To the various individuals on the 

13 list totalling $100,000.00? | 
14 A. 100,000 shares. This is only the | 
15 reconciliation of the shares, to reconcile tha 
16 issuance of the cogmon shares. This should in 

17 some way tic into the original except in connectio 
18 with the Associated Canadian Holdings, the issuanc 
19 of thelr stock. 

201137 Q. The second item A.C,H. received frou | 
21 British Mortgage 42,725. We have previously 

22 discussed this but there is an additional iten 

23) ¢.P. Morgen -- 2,000. Does that mean 2,000 shares| 
24 are lodged with British Morqage & Trust? 

25 A. Original stock which was in ay nome 

26 and came Over to Agscciated in return for 2,000 

27 ghares of ccmmon stock. 

28 la 99 Q. Would you then sey this ie a correct 


29 guneary Of the persone WhO were Gunere Of the 
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1 shares lodged with British Mortgage & Trust 
2 Company? 
3 A. Those are the original owners of the 
4 stock in whose names they were in. In other 
5 words, a certificate in name of Estelle Kapp 
6 endorsed by her for 3900 and one for Jack 
7 Tramiel for 24,000, and one for Helen Tramiel 
| 
8 for 39300, one for B. Silberman and one in my 
9 name of 2,000 who are the individuals who 
10 originally held A.C.E. shares endorsed and 
i turned over to British Mortgage & Trust Company. 
re turned them over out of those individual’s 
ie names to their own names as collateral security 
for the directors’ loan on the debenture 
14 
139 O48 Those were the registered owners of 
15 
the shares. Were they the actual owners? 
16 
A. They must have been. I think this 
17 
must tie in there with the issuance of the 
18 
common of Associated. 
19 
140 Q. Item 4 A.C.H. receives from C.M.S 
20 : 
What does that mean, Mr. Morgan? 
21 A. Yes, from C.M. Solomon. 
22) 141 Q. Does this mean Mr. Solomon was holding 
23 certain shares? 
24 A. Mr. Solomen Held all. of this steck. in 
25 his office. 
26 142 Or On item 5, I interpret to be A.C.H in 
Germany. Is that correct? 
27 peers a 
A, Yes. They sent 48,000 shares of 
28 x 
Commodore 
29 
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1 Business Machines over to Germany, to the bank 

2 in Germany for sale. 

3-43 Q. What bank are you referring to? 

4 A, I think it 4a Markiin. 

spi Q. We have a record of various shares Of 

6 Commodores Business Machices being 801d to 

7 Markiin, Berlin. Is this a bank itn Berlint 

8 A. it ts one. I think there are a number 

9 of Offices in Germany 

1ohes Q. The records of the company indicate 

11 that those Commodore Business Machine shares 

12 were sold for $3.00 in the peried between July | 
13 1963 and Octeber 1964 when the Toronto Stock 

14 Exchange was $4.40 to $4.50? 

15 A. They were 601d Overseas On an agreement | 
16 at the tims. In other words, it ran for a period } 
17 of time and the Original price was $3.00 an: it | 
18 wasn't altered. | 
19 RAG Q. Who had this agreement? | 
20 A. With a chap -~- what is his name, in | 
21 New York? Antin. | 
22LN7 Q. What is his first name? : 
23 A. Harold. | 
24248 Q. With whom was the agreement? 
25 A, Xt was with him and he was -—- we were | 
26 trying to get the company establisned in Germany | 
27 and get additional sharehOléers Over there and | 
28 these shares werefriven to his connections in the 


29 Marklin bank and they weredepesited with thea so | 
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1 that they could really introduce Commodore to 

2 tha European morket. 

3249 Q. Was this acreement with Assoolated 

4 Canadian Hol¢ings Limited? 

5 A, Yes, 1t was with AssOcLated Canadian 
6| Holdings Limited. It wasn't a written agreement. 
is Just a general amreoment. 

shso Q. Associated Canadian Holdings Limited 

9 & pears to have suffered a conalderable loss as 
10} & result of this azreenent? 

11} A, Well, Assoclated Canadian Holdings 

12 Linited felt the important thing was to set 

13}, additional European shareholders anj she 

14) introduction of Commodore ateck in the European 
15 market wOultd make it possible because there wag 


some thought, at that particular time, to go 

some Pinancing in Germany on tha Willy Feller 
factory. 

Q. Was this effective, to improve the 

price of shares Of Commoédere Business Machines? 
A. The idea was, we felt by getting an 
interest Overseas and having a substantial 
shareholding in Burope, the price would autemati- 
cally improve. 

a. There is a very poor photostatic copy 
ef certain notations on the second page of Exhibit 
Mumber 3. Can you tell me whether they are in 
your hanéwriting? 

A. Yes, this is in ay handwriting. I was 
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1 trying to make tt out but it is illegible. 
2/h53 Q. I can only make out certain of the 

$ notations? 

4 A. It looks like an attempt to show the 
5 transaction in connection with the Dale. 

cot a. It appears to me the notation is 

7 set u» to determine how the 109,000 shares of 


Dale Estates would be acquired by you, Mr. 


Walton, and Mr. Varman. Is that correct? 


A. Well, Li is sOme scribblincs along 
that lina but I cant make it out without 
setting a oroper--- 

Q. Mr. framicl has said, Mr. Morgan, that 
yOu held all his shares of Commodore Business 
Machines. Is that true? 

A. I never held any of his shares. They 
were all held in Solomon's office with his 
permission, with his control, and his congent, 
Q; They were not held by Mr. Bolomon for 
you, Or any companies yOu represent? 

A. No. I think they were all held in 
hig office for the company. In other words, 
thew was a long delay in the issuance of the 
stock. I don't know why but it wag all under 
his contral except for the shares that were uo 
for security either with Barrett, Goodfellow er 
with British Mortgage & Trust. I didn't 
personally hold thea. Thay were in Solomon's 


offices. 
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1157 Q. I am aoncerned with where the shares 
2 wore held before Annooitated Caadian Holdings 
3 Limited wan incorporated? 

4 A Most. of the atook of - are you asking 
5 about Commodore Business Machinea? 

6458 Q. Stock of Commodore Business Machi nes. 
7 A. Moat of the shares were in the hands 
8 of -- in other words, were in ascrow. There 

9 we.e Only o Limited number of shares which were 
10 freo and Nr Solomon kept all the records with 
11 regard to the stock. He held Mrs. Kapp's, 


he had my stock. He had eventually all of the 
stock when it came cut Of escrow was all released 
at One time. 

Q. My. Morman, I would like to Jeal 
specifically with the 63,000 shares listed on 
Exhibit 1 as bein: purchased from W. Streit. 

I would like to show you a photestatic copy 

of letter which appears to have been wrttten 
by Solomon, Singer & Rosen to Mr. Harry Wagmen. 
This willbe Exhibit 4 in this examination. 

It appears all those 6%,000 shares were trans- 
ferred Lato the name ef Harry Wagan in trust. 
Gan you tell me why this was dene? 


A. Well, because they were to be divided 
between Walton, Wagman, Tramiel, Rapp, and uyaelr. 
@. I understand you ¢riginally hed an 


agreement with Mr. Willion Streit conceruing 
the 70,060 shares. Je that correct? 
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L| A. That is oorrect. 


3|--- SKHIBIT NO. 41 Photostatic copy of letter from 
| Solomon, Linger & Rosen to Ar. Wagman. 


7 

3 

i MR. BAIRD: 

” 46 Q This agreement was in your name? 

; A. Riisht. 

* hee Q,. natS was the amount of the purchase 

” price for the 70,000 shares? 

_ A. I think 1% was $70,000.00. 

: 163 q. Can you tell me now you paid Mr. 
Streit for che purchasa of the shares? 

‘ A. Was it paid througn Solomon in trust? 
6h Q. Io would iike to show you a cheque, 

i photostatic copies of two cheques. The first 
. Will be Exhibit 5 dated dune 20th 1962, pay to 
the Order oO: C. William Streit $29,430.28. Deo 
7 you Kn@w whether this cheque represents part 
= payment of che $70, 000. 007 
ss A, ZI don't know. IZ would aay it would. Ir 
- don't think Mr. Solomon had any other trans- 
. actieCns with Mr. Streit. 
23 
24 
25 | "MOREE 10+ 3 Sine 2Oth 1962 in the ewount of 
~ $29, 430. 28. 
27 
28 MA. BAIRD! 
99 [285 a. Z would Like t@ show yeu as Behibit 6 


7 
. 
9 


10 
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cheg.:@ dated June 90th in the sum af $40, 5659. 728 
algo paid to the order ar C. William Streit re 
purchase Of shares Commodore Business Machines 
(Canada) Limited drawn by Salasea, Singer & Rosen. 
A. Tose two together make $70, 000.00. 


--- EXHIBIT WO. 6: Photostatic copy cheque dated June 20th 
igvc in ihe amount of $49,509. 72. | 


BY MR. BAIRD: 


| 
‘166 Q. Tney adj up to $72,000.00, so it appears : 


Mr. Solomon .aid Mr. C. Wiliiam Strait $70,000.00.) 


} Do you know woere Mr. Sologon obtained thia money? 


A. He 50u it either from Aurora, or | 
Valley Farm. Soseone loaned it to his. | 
167 Q. I would like to show you a chaque for 
$70, 000.00 dated June 20ta 1962. I wous enter 
this as Exnivit luaber 7 drawn by Vallay Fara 
& Enterprises Limie) to Carl Salomon in trust. 
It appears from this cheque that Carl Solossn 


received $70,000.00 fram Valley Farm & Enterprises 
Iimited. Is that correct? 


A. That's correct. 


25 


~--BXHIBIT NO. 7: Cheque dated June 20th 1962 in the 
amcunt of $76,000.00. 


BY MR. BAIRD: 
468 Q. Be you kn@w why Vallay Pam & 
paid My. Salomon $70,000.00 fer tunes shares? 


Wan 


pee ae oe ey 
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A. { uub tia option through Valley Parne 
aud Vallay furw vatd tne money to Nr. Streit. 

@. Wave Valley Farm besn paid for those 
shaves? 

A. {I think they have tf you check through. 
a: Thera t9 no record Of any receipt by 


Vallay Fase of any money. 
A. I think they sold them to Aurora for 


34,4500 JO and made $24,500.00 profit on that. 

Q. Tne ehares were never shown ag assets 

or Aurevea Laaginy. Those shares weren't, a8 

you tave outlined it, into Asseatated Canadian 
Holdings Liattead? 

a. Thia was in the final analysis. This 

was in tha fivat instance they went into Soloman 
4n trust and then into Asacdclatad, 

Q. But AssOotated Canadian Holdings Limited 
have not paid for thes, Thawis no record of 
Avrora Leasing Corporation Linited ever receiving 
any payment for those ahares. They dentt even 
ahow these shares af an asaet on their deoka. 

Ay Were they callateral on a loan? 

Q They Nave never been given te Aurera 
Teasing, Aa we have dealt with them, they have 
gone inte Anse@ninted Canadian Maldings Limited? 
A. Garpract, but I think yeu will find 
those were paid fer. 

a. XT weuld like te shew yeu a cheque dated 
dune @0¢h 1962 drawn te the erder of Valley Fas 
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1] & Enterprises by Ausra Leasing Corporation in 

2 the amount of $94,500.00. I would enter this 

3 as Exhibit 3. I underatand this cheque represents 
4| the payment to Valley Farn & Enterprises of 

5 $94,500.00 out of which they paid $70,000.00 

6. for the purchase of those shares? 

7 A. Yes, that's right. The Option was 

8. turned over to Valley Farm and it was a number or 
9; shores -- this amount of morgy was borrowed from 
10, Aurora. 

11/275 Q. By Vallcy Farm & Enterprises? 

12) A. Yes. 

13 


14||---EXHIBIT NO. 3: Cheque datad June 20th 1962 in the 
aMGuni Oi 994, 506. 00. 


15 
16 
BY MR. BAIRu: 
7 176 Q. My. HOcgan, che account ledger of 
Aurora Leasing Corporation Liaited shows 
se $94,500.00 as being a loan to Den Millis? 
i Ae This was Kr. Tremiel and Mr. Kapp. 
7 177 Q. Bui you sald the money was borrowed 
" by Valley Farm & anterprises Linited? 
A. i said it gust have been, pardon. 
se 473 @ Wap did borrow the monay? 
ss A. X can't recall. 
9 [279 @ Mr. Morgan, I would like to show you 
28 as kxyhibit 9, a phecestatic oapy of promissory 


note dated June 20th 1962 im the amount of 


: 


AL 
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1 $94,500.00 drawn tn favour of Aurora Leasing 

2 Corporation Limited signed Don Mills and it 

3 appears to be signed by Mr. Tramiel and Mr- 

4 Kapn. Can you explain to me why Messrs. Kapp 
€S and Tramiel would draw a note of $94,500.00 

6 in favour of Aurora Leasing Corporation Limited? 
7 A. Is this the same -- I presume this is 
8 the same transaction? 

9 


10|.---EXHIBIT NO. 9: Photostatic copy promissory note dated 
June 20th 1962 in the amount of 

11 $9h, 500.00. 

12 


13/BY WR. BAIRD: 


14/180 Q. Yes, the books of Aurora Leasing 

15 Corporation Limited show the money bsing paid 

16 to Valley Farm & Enterprises and also charged 

17 on their books to Don Milis? 

18 A. I think this La in connection with 

19 those shares, 

20 182 Q. How are Don Mills involved? 

21 A. In other words, this was Mr. Tramiel 

22 and Mr. Kaop were the group that were to get the 
23 provision of the purchages from Streit on the 

24 five ways. It should have been paid back, 

25 Is 89 Q, Mr. Tramiel and Kapp denied ever having 
26 any intesst in thie matter. They say this 

27 prouiesory note was given Only because thay had 
28 already borrowed $3.00, 000.00 and it wes given 

29 


as additional evidence of the loan of $100, 000.00. 


29 
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Is that true? 
A. I don't know anything of that thing 
at all. I don't know about the $100,000.00. 


Q. There was a loan Of $100,00°.00 from 
Den Hillis? 
A. The amounts are the same but if the 


transactions are the same, representing the same 
thing, why, I can't understand the answer given 


by Mr. Tramiel. 


Q. When the 70,000 shares were being purchas 


from Mr. Streit, did you understand Tramiel and 
Kapp were to receive part of the shares? 

A. In other words the sharea were -- in 
Other words, they were to go in -- in the 
Original distribution, they were re-divided in 
this ratio. 

Q. In this re-distribution, Mr. Kapp 
was entitled to 33,333 and Mr. Tramiel was 
entitled to 13,333 shares. Bid they agree to 
pay $94,500.00 for 26,666 shares of Commodore 
Business Machines? 

A. I ean't answer that. Just now, 1 


can't recall the tranmaction, 


Q. Were you a partner in Den Milis? 

A; No. 

Q. De you know why Aurora paid $94,500.00 
to Valley Yarn & Enterprises? 

A. ZX think it was in the form Of 2 ican. 


That was my recollection, Mr. Baird, 


| 
{ 
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Q. Did yOu consider it a loan to Den 


Millis, or Valley Farm & Enterprises? 


A. I considered it a loan to Valley Fara. 
Q. DO you know why it was set up in the 
books of Aurora Leasing Corporation ag a loan 
¢® Don Mills? 

A. I do not. 

Q. I understand the books of Valley Farm 


& Enterprises Limited show this transaction of 
the sale of shares to Aurora Leasing Corporation 
Limited anj they made a profit of $24,500.00 on 
un. transaction. Is this your understanding from 
she pooks Of Vall-y Farm & Enterpriss Limited? 

A. That is my understanding, right. 

Q. But ttre is no record of those shares 


aver having bcen received by Aurora Leasing 


Corporation, 

A, Were they not cOllateral to his loan? 
Q. But you said there was no loan to 

Don Mills? 

A. I am asking the question. 

Q. To Valley Farm & Entrprises Limited? 
A. I was under the lmpressicn Valley 


Farm had borrowed the money from Aurora and 


Valley Farm had s0ld the shares and mage a profit 


on i.nea. 
Q. To whem did they sell <i shares? 
A. It was quite Obvious it wes seld te 


Don Milis. This transaction should be followed 


Pei mre Ww Mette HONG AR bys 


ere TAL BNANINGH 
{ASN 


throurh ta Aurora and the shares -- don't forgst, 
tley were cecrowed shares and should have besa 
Bald when thay oame oul of oscrow and this loen 
paid off. Ib is at 10# per annum. 

Q. There te no record of the loan ever 
having been repatd? 


A. I am told this is true. 


Q. You oersonally rece'ved some Of those 


shares or credit for some of those shares when 


they were transferred to Agsociated Canadian 
Holdings Linited. Did you ever pay? 

A. fThig was my proportion for having 
nesOtiated the transaction with Mr. Streit. 

Q. WIO was tO oay Valley Farm & Enterprises 
Limited for those sharas? 

A. Valley Parm & Enterprises sold then 
tuck aoparently to Don Mills. In cetting this 
thing together, I am only trying tqBelp out en 
the situation -- and according to Valley Farn's 
vecords, I S2live they made « profit on the 


transaction. 

Q. bid Don Mills ever pay Valley Farm & 
Enterprises Limited for the sharesf 

A. I don't fallew you, Mr. Baird. 

a® Valley Fare o@3d the shares. They 
A, Tee. 

@ Xam asking yO -~ were tap paid? 


Wee paid thent <¢ they otha fer 994,500, 00, 
wae paid thant? 
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A. The money, according to my understanding, 
came from Aurora then in the Valley Farm records 
would show a profit of $24,500.00 on the 
transaction If Don Mills -- Tf thought this 
was supposed to be off the record. 

MR. BAIRD: If we piece it togethers 


I want to co back on the record. 


- Off the record discussion. 


MR. BAIRD: 

Q. Mr. Mergan, I understand you originally 
had an Option agreement with Mr. Stre@ét whereby 
you were tO purchase 70,000 shares of Commodore 
Business Machines at $1.00 a share. How were 
those sharas paid for? 

A. i turned over the option on 63,000 
shares to Valley Fara for $72,000.00 retaining 
7,000 shares, free shares, myself. 


«-Off thea record discussion. 


y MR. BAIR Ds 

a. ZI would like to first deal with what 
happened tO the 70,000 shares, Mr. Nergan. 

When the option with itr. W. Streit was exereised, 
iwudéerstand 7,000 shares were released, and 
63,000 shares remained in eserew. Is thas 
eerrect? 


ur 
PETER BW WeRL SS 
SES a. Exav vee 
YT OAT S 


A, That's correct. 


G. I understand subsequently the 7,000 


sharea were sald. Did you receive a profit on 


4| tha sale of thoss 7,000 shares? 

5| A. Yes, decause those shares were turned 

6) into Associated Canadian Holdings for their stock. 
7 208 @. That is not correct. I understand, 

8) Mr. Morgan, Mr. Carl Solomon arranged for the 

9| transfer of 7,000 shares which had originally 

10 | been registered in name of William C. Steit, and 
11| a series Of people. I would like to show you 

12 a latter of July 13th, 1962 which will be Exnibit 
13 10 tc this examination. 

14 A. They were emoloyess of the factory, were 
15 chey not? 

16 || 205 Q. I have no idea who the persons are 

17 but it appears that 7,000 fres sheras from the 

18 Option were transferred into the names of the 

19 persens shown On Exhibit 10. Is that trues? 

20 A, No, they weren't. The Streit option 

21 of 7,000 shares was in my ocOasession endorsed 

22 but it was in Solomon's office. As IX talg you 

23 all of the shares were kept in Solomon's office. 
24 Those 7,000 shares endorsed over by Streit were 
25 my property. She fact they were later traneir 
26 || 206 Q. What happened to these shaw? 
27 A. These shares were eventually trensferred 
28 iene Other pecple's names fer listing purpeses. 
29 || g07 a What do you mean by that, itr. Morgaat 
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1\ The 7,000 shares -- were thay actually transferred 
ai into the names of the pereom shown on Exhibit 10f 
3| A. I think thay were transferred into their 
4 names and endorsed back to Solomon. 
5 [208 Q. So thay remained in your possession? 
6) A. ietually, they were shares belonging to 
7 Associated. I think they belonzed to Associatad 
3| Canadian Holdinzs Lisited. 
9 |209 Q. Wers yOu eventually ziven credit or 
10 7,000 shares in the apportionment of the shares 
11 of AssGcieted Canadian Haldings Limited? 
i2 A, Iwas. I know I sot -- I never received 
13 Mr. Streit's certificate but I received ether 
14 certificates equallins 7,000 shares. 


15 


16||---EXHIBIT WO. 103 Letter of July 13th 1962. 


17 

18||\BY MR. BAIRD: 

19/| 210 Q. I am looking at Exhibit 2. 1 can't 

20 see how you recaived credit fer the 7,000 shares. 
21 Mra. M. Morgan received credit for 5,000 shares 
22 but I see no record Of you receiving credit for 
23 7,000 or 2,000 shares. 

24 


25|...0ff the record @iscussion. 

26 

27 | we MR, BAIRD? 

28 | gay a. There is ne reeeré Of you renetving 

- oreéit for 7,000. Yeu have received credit fer 
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1 Other amounts? 
2 A. I received credit for the 6,334 and tne 
3 other 7,000 wae miven to me separately but I 
4 have turned them into Associated for their stock. 
5 p12 Q, The 7,000 was never turned into 
6 Associated Canadian Holdings Limited It was 
7 retained by you? 
8 OA, That's right, 
91213 Q What happened to the 63,000 shares which 
10 ware part of the option and which remained in 
11 escrow? 
12 A. They were divided between Messrs. 
13 Tramiel, Kapp, Walton, Wagman and the balance 
14 Owing, to me in the transaction of 6,334 shares 
15 came to me. 
16 e14 q. In wnat proportion were they d&vided? 
17 A. Mr. Tramiel got 13,333, Mr. Kapp 13, 333, 
18 Mr Walton 15,00), Mr. Wacsman, 15,060. The 
19 reason for the Jiffererce between 13,333 and the 
20 15,000 to Messrs. Walton & Wagman -- thosa shares 
21 ware to cover services rendered. 


Q. Was it the Original intention that 
the 70,000 shares would be divided equally ameng 
you, Mr. Walton, Mr. Wagman, Mr. Tramiel, and 


Mr. Kapp? 
A. That ig correct. 
a. Why would the five perseng I have just 


mentioned, ircluding yourself, agree the shares 
would be divided in this manner. What was the 
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purpose Of this? 

A. I usreed with Mr. Tramiel +o make 
this division as set out. It represented & 
position because I felt I was entitled to 4 
Little bit more than the rest because I had 
the option and for this reason, he agreed the 
price the grou- vould pay for 1t would be 
$641,500.00, 

Q. Was the $91,500.00 to be paid by all 


five persors that we have just mentioned? 


A. It was, yes, in the ratio of their 
holdings. 
Q. It avpsears that Velley Farm & Enterprises 


Limited paid $70,000.00 to Mr. Solomon. In turn, 
Mr. Solomon paid &70,000.00 to Mr Streit. 

Did you transfer your Option to Valley Farm & 
Enterprises Linited? 


A, Yes, On the shares that were still in 


eac row. 
Q. I understand then Valley Fara & 


Enterprises paid $70,000.00 for the 63,000 shares 
which were still in escrow and you retained 7,000 
shores yourself. Is that correct? 

A. Right. 

Q. Subsequently, 1¢ appears that Valley 
Farm & Enterprises Limited received $94,500.00 
from Aurora Leasing Corporation Limited? 

4. This was corraat and it was supposed 

to be the 63,000 shares at a dOliar and a half 
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which was to be billed in the ratio mentioned 
a: ove. 

Q. So the payment by Aurore Leasing 
Corporation Limited to Valley Farm & Enterprises 
Limited, the means whereby the five persons, 3 
Messrs. Walton, Yamman, Tramiel, Kapp, and 
yourself paid for the 63,000 shares? 

A. Yes 

Q. Was the note exacuted by Messrs. 
Tramiel, ani Kapp on behalf of Don Mills given 
ae evidence of the indebtedness to Aurora 


Leasing Corporation Limited for the 63,000 


shares? 
A. Fo» the Loan of the $94,500.00. 
Q. It vas used to pay Valley Parm & 


Enverprises Limited for the 63,000 shares? 

Be This is my understanding. 

Q. It appears, although the loan set up 
in the books of Aurora in the name of Don Mills, 
the loan was actually made to the five persons. 
vould that be correct? 

A. I would have tO agree it ts go. 

Q. Did you ever pay Aurora Leasing 
Corporation Limited or Don Mills any portion 

of the 994,500. 00? 

A. X will have to look through ay cheques. 
Y can't give you an answer at this soment. As 
a matter of fact, I thought this loan was paid. 
q. There is 3 payment On the books of 
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1 account of Aurora Leasing Corporation indicating 
2 they had received approximately $29,000.00 from 
3 Associated Canadian Holdings Limited as part 
4 payment of this loan. Did you arrange this, or 
5 are you familiar with that? 
6 A. Well, this again I would have to look 
7| through my records. I was under the impression 
F this was supposed to have been paid because 
9 don’t recall Aurora keeping stock. 
10 BAT” On Mr. Morgan, I would like to show you 
rr as Exhibit 11, a photostatic copy of statement 
r which reads C.P. Morgan, William L. Walton, H. 
Wagman, statement of investments as at August 
5 31st, 1962. Included in the assets in this 
statement are 63,000 shares of Commodore 
t Business Machines Inc. Would you examine this 
: statement and tell me whether the 63,000 shares 
Mi which we have been referring to are the same as 
18 the 63,000 shares we have shown in the 
19 statement? 
20 Re I have never seen this thing at all. 
21 Where did this thing come from? 
22 223 Q. We obtained it from the Royal 
23 Commission. 
A. I wonder where they got it from? 
4 , 
229° OQ: I don’t know who prepared it. 
25 
A. August 31st , 1962? 
26 
27 
28 —~EXHDLBIT. (NOos Lis “PhoLestet ic copy Statement. as 
29 above- described. 


30. —Off the record discussion. 
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1% MR. BAIRD: 


2230 
3 
4 


5 


29 


30 


G. ZI woul) also like to show you as Exhibit 
1? a handwritten etatement headed Work Sheet re 
TrLo account, holdings October 16th 1962 De 
yOu recognize the handwriting? 

fh, Yeo, the handwriting is that of Mr. 


Vealton, 


9|---EXHYBIT NO. 12; Hendwritten work sheet re Trio account. 


Ge Do you know what the hsading represents 
"York Sheet Trie Asceunt Holdings"? 

A. Yesterday we were talkins about Valley 
Farm, Is that $120,000.00? I couldn't recall. 
¥es, that is the transaction we were talking 
about. This work sheat represents, to the vest 
ef my knOwledze, sOme scribblings of Mr. Walton 
that I think a great deal of them are nos right. 
fome of them are cOrrect. Item hers in 
connection with Commodore Businesa Machines 
63,000 eserowod shares was later sold, or wag 
garlier sold befors the date of that datement, 
gold tO Ben Milla. 

Q. Boss this Trio referred to in the 
etatement refer to Mr, Walton, and Mr. Wagmant 
A. This apparentiy is Mr, Walten's way 

aw referring to 1t. 2 was asked whether or not 
_» yesterday, whather Or not I had heard ef the 
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Trio 0 this ie the firet time I have come On 


any evidence that would indicate to @6 that 


2 

3 thera was such a name in existence. It Le 

4 apparently coined by Mr. Walton 

5 [#33 Q. lad thie covered some joint transactions 
6 which you entered into with Mr. Walton and Mr. 

7 Warman? 

8 A, Yesterday, on the Valley Farm Statement, 
9 I was asked whether I knew anything about a 

10 Trio and J Jid not have any Knowledge Of it 

wi but in view of this evidence today, it is 

12 quite evident that Mr. Walton put that nomenclatur 
13 on -- himself, Mr. Wapman, and nyself. 

14234 Q. Do you know whether tha three of you 

15 had 63,000 shares of Commodore Business Machines 
16 Inc. Over and abOve tha 63,000 shares which we 

17 have praviously discussed? 

18 A. No. That 1s why I say that statement -- 
19 the previous Exhibit and thie Exhibit are not 

20 right. 

21 


22|~--O£f the record discuasion. 


MR. BAIRD 

235 a Mr. Morgan, I would like te show you 
as Exhibit 13 copy 0f letter which appears to 
have been written by Manfred Kapp dated July 
16th 1962 to Harry Wagman, Aurore Leasing 
Corporation Limited. It refers te enclesing 
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29 
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in the latter the following listed share 
certificates of Commodore Business Machines 
(Canada) Limited being secured in loan made by 
you to Don Milis and 1t appears there were 
23,260 shares listed. Can you tall se for what 
purpOse those shares were lodged witn Aurore 
Leasing Corporation and particularly, I am 
cOncernad whether they were bdeed as zecurity 
for the $94,555.00 loan or the $100,000.00 lean 
mode to Don Mills? 

A. I can't answer that question. AlL I 
can say is that those figures on here are of 


Mr. Waoman, ard née should be able to anzwer then. 


36 Q. big you have any discussions with Mr. 
Kaop comersing the lodging of thoge shares 
with Aurora Leasinz Corpcration Limites? 

A, Ho. 
37 Q. On June 22nd 1965, Associates Canadian 


Holdings Liaited undertook te pay, from their 
account, On behalf of Barrett, Goodfellow & 
Company Limited, the balance owing in the account 
of Jack Tramici and received from that account 
securities held there. Were you aware that 
Asecciated Canadian Yeldings Limited entered 
into this arrangement with Barrett, Goodfralloy? 
A; Mo, I vas aot. 


-EXHIBIT WO. 132 Copy letter written by Manfred Fano 


to Marry Wagman dated duly 16th 1062. 
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&. Oc July 10th 1963, Associated Canadian 
Beljings Limited borrowed $750,000.00 from Aurore 
Leasing Corporation Limited, 0, in turn, loaned 
$753,900.00 +0 Commodore Business Machines 
(Canata) Liaited. ‘hia loan appears to have beso 
p2ig on Bovembar 3rd 1963 but Associated 

Canadian Holdings Limited cought 100,000. shares 
or Piva heals Lisaited fram Commodore Business 
Machines for $750,300.00. Are you familiar with 
this transaction? 

Ag Yes. The Original geal fell through. 

In Other words, the original ourchase of the 
159,000 shares 3f Pi-2 Wheels were suoposed to 

be done by Commodore Business Machines (Canada) 
Limited and the directors of Commodore Business 
Machines, particularly Mr. Annett and Mr. King 


-- I don't Know whether it was Annett & Company --| 
whoever was On the Board at that time. It was | 
either - I will put it this way. Annett a 
Company, directors Of Commodere, objected te the 
purchase Of this amount of stock, treasury stosk, 
of Five Wheels and fer this reason, it was -- 
the deal was chanced g0 that Associated Canadian 
Holdings Limited acquired toe treasury ateek of 
vive Wheels rather than Commodore Bustaess 
Machines. The reason that Commodore was to 
acquire Five Wheels steck, was at that tine they 
were thinking of going seri@wsly inte the leasing | 
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business. 

Q. Did you arrange and negotiate this 
transaction? 

A. Mr. Tramiel and I did, yes. 

Q. Do you know the reason for the delay 


between July 1963 and November 1963? 


7 A. As previously stated, the reason for 
8 Lt was because of the calling of directors’ 
9} meetiazs, to try to get this thing ratified. 
10/241 &. Tnere is an account receivable shown 
11 Gr; the bOOks of AssOciateds Canadian Helsings 
12) Linited of $112,076.00 owing by Standard 

13) Ivfernationsl Corporation. The records of the 
14: cOgpany ingleate Gn May 13th 1965, the sum of 


$212,070.53 was 04616 by Asscelates Canadian 
Holdinzs Limites to Standard International 
Corporatic: Limited of Andover, Nessacinigetts. 
Aw Phat was tO acquire the Arcan debenture 
which Standard International held and the 
neceasity for acquiring it wag to orotect 
Associate's jebentvures on Arean ofr $350, 000. 00. 
Q. Would yOu please cutline the transaction 
involving Arcan? The boOks ef the company 
éndicate On July 16th 1963, Aspecia:ed Canséten 
Holdings Limited loaned $350,000.00 to the Arcen 
Corporation and received a debenture for 
$350,000.00 for this loan. Was that correct? 

A. ne: 

@ Was the mousy paid directly te Arcen 


29 


30 
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247 


248 


24g 


PETER W. MCHUGH MORGAN at 


SPECIAL EXAMINER 


TORONTO 
Corporation Linttead? 
A, I think 1t was either paid directly 


tO Argan or their solicitors. 


Q. Who negotiated this transaction? 

A I wea a pri:eipal with Mr. Tramiel 
having full knowledse of it. 

Q. What was the purpose of the transaction? 
A, Tris wan to acquire what was considered 


tO be a diversified Lnvestment. 

Q. This was a loan by Associated Canadian 
Holdings Limite3 to Arean. Ig that correct? 

fh, Yes, tat it was actually acquisition of 
a Jebenture. In other words, the purchase of 


&@ debentures. 


Q. Who held the debenture? 
A. This vas the first isgue. 
Q, it was 2 payment to the treasury of 


Arcan Corporation Limited? 
A. Yes. 
Q. Were there any Other transactions at 


the same time inyOlving thea? 


A, Tcan't recall. I dortt understand your 
question. 
Q. Were there any side transactions at 


the same time with Arcanf Bid Assoclated 
Canadian Holdings Limited make any arrangements 
with Arean at the time, in particular concerning 
purchase of shares, OF any Other dealing? 


A I know that Assccilated had interests 


251 
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in Arcan. Yhether er not they had any snare 
iimrests, I cantt nay. Perhaps if you could be 
Gore specific, I could give yOu an answer. 

A. I can't be more specific because I 
don't know of any other transactions. But I 
WOuld like to carry on and amplify this payment 
ia May. 

Q. I vant to move into the history of it. 
Would you please expain what subsequent dealings 
you had with respect to the Arcar Corporation 


Limited? 


A The debenture Of Arcan held by Asacdclated 


was a first charge On the asseta Of that conpany 
except fOr a previous charges, Of a specific 
charge on the 60% interat in Bon Ami (Canada) 
Limited. The amount of this pravious charge 
was $100,000.00 American. The collateral 
securLty were the shares of Bon Ami (Canada) 
Limited. Standard Irternational Corporation 
Limitad which le the successor company to Bon 
Ami Inc. in the States, called this debenture 
and in order to protect Associated'a interest 
in the shares of Bon Ami, which are the principal 
aseeta of Arcan, an agreement, Or an arrangement 


ts 
Investsen 
an and als0 the distributor of Bon Api. 
of Arc 


Canaéa, whereby he would put up 
in Ge 
rotest Arcan’s pasition aod the 


Limited whe was the former President 


products 
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i balance was pat up oy Associated Cacadian 
2 Bitings. Associated, at that particular time 
3 3id sot hare enough monay in their treasury, and 
4 I .ersonaily adanced $24,000.00 to pay this lien 
5 On Bon Ani stmres off for the company. 
6 | 252 Q You are producing to me, Mr. Morgan, 
7 cOpy of a cheque dated May 13th 1965 -- pay to 
8 the Order oF Associated Canadian Holdings 
9 Limited the ssount of $24,000.00, signed by 
10 yOu ang dep0sited to the credit of Associated 
11 Caradian Holdin» Lisited. | 
12 


A. Do you wart tO make an Exhibit of that | 


ani give lt back tO me next time I see you? 


15||---EXHIBIP HO. 16: Crague dated May 13th 1965 in the 
amount of $25,000.00. 


---Off the record discussion. 


18 

19 
MR. BAIRD? f 

. Q. I would like te show you as Exhibit 

21 


15, what appears to be a letter uritten on May 
Qist 1965 by Asecciated Canadian Maldings Lint ted 
under the hand of Mr. Tremfel te Mr. BLP. Qven, 
poss this Letter Cutline the agremment with itr. 
Owen os you understood it? 

Xe does. The torus Of this agremen 


Set eee et re ee te cre een ee ee vee 
eS a 


A. 


Pati rp art acs at ne 


Praet 
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1|--SXUMEBIT 40, 15: Letter written by Associated rere 
Huluvings Limited to Mr. Owen date 
2lst 1965. 


MR, BAINDs 
Q. Did Standard International Corporation 
transfer to Associated Canadian Holdings Limited 
thla debenture on the asseta of Bon Ami? 
A. I am not certain whether 1: did because 


I did not have control of the Associated books. 


59 Q. Did you understand it should have? 
A. Yos, I undarstand it should have. 
6 Q. What about the shares of Bon Ami? 


Were they olso to be transferred to Associated 
Canadian Holdings Limited by Standard International 
A. When the $132,000.00 was paid On whatever 
this date is in May, at that time, what security 

the Standard International Corporation held in 
Boston was to be turned over to Agscciated's 
representative for thelr account. 

a Who wae Associated's representativet 

A. I can't tell you the man actually but 

X dO know that he was called a directer by Mr. 
Owen, You sae, technically, I balieve Mr. Owen 
advanced the money to Associated, the $75,000.00, 
and Agsociated's cheque was certified and went 
gown6e Boston. Tachanically, Asstciated has, 

or ghauld own all of the security that came with 
the $1.00, 000. 00 which weaidibe the Arcan debenture 
for $1.00, 000.00 U.8. and the security attached 
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ration. 
which would be the 60% of the Bon Ami Corpo 


»~-=-OLF tho record discussion. 
BY MR. BAIRD: 


253 Q. Mr. Morgan, on August 17th, 1964, 


Shiral Investments, or Albert Shulman paid 
Asgoctated Canadian Holdings Limited $80,000. 00- 
The books indicate on December let 1964 Shiral 
Investments purchased 160,000 shares of Five 
theels Limited from Associated Canadian Holdings 
Linited fer $160,000.00. The cost payment of 
$30,000.00 was applied to the shares purchased, 
leaving a balance Owing by Mr. Albert Shulman of 
$90,000.00. Where did Associated Canadian Holdi 
Limited cbtein fe 160,000 shares of Five Wheels 
Li: Lted? 
A. They got them from Alan Mannes, or one o 
hig Associated companies. 
Q. The books of AsseOclated Canadian Holdings 
= Limited indicate that they were purchased from 
Daylight, D-a-y-l-t-g-h-t, Of Grand Bahamas, 
ee you know why? 


Actually, the proper mme ie Dalite. 
A. = 


- 3 ee 
t believe the Bahama one is spelied 
‘ Q. 
ad ty Bo the books Of account show that 
with @og - 


en ware purchased from Daylite ef Grand 
the shar 


panames? 
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_ Daylite of Grand Bahamas, having done 


Some work for Mannes! companies and it was an 
Outalse transaction, out of the country, it was 
probably on the hasis of the $100,000.00. Let's 
Seo -- this was a cosplicated transaction because 
Of all it involves. It involved the MoLly 
Corporation and the Torente Dominion Bank. 


There was something there they sent up. 


~~-Off the racorg 3iscussion. 


261 q. Who Orizinally owned 200,000 shares of 
Fics Wheals Linited? 
A, Yell, this is the 200,000 shares you 


ere talking about? 


262 | q Yes, the shares 160,900 of which 
were event.ally sold to A?bert Stmulman. 


A Alan Ma:.nes, Or his holding coapang, 
263 q. wat was the oame Of his holjing 
company? 


A Nolly Corporation, Or Pennaylvanian 
mporation wien worked ext of Scranton. Tansee 
= P 

those 200,000 shares were poaled shares 
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A. Daylite of Grand Bahamas, having done 
B0me work for Mannes! companies «and it was an 
Outside transaction, out of the country, 1t was 
probably On the hasta of the $100,000.00. Let's 
seo -- this was a complicated transaction because 
of all it involved. It involved the Molly 
Corporation and the Toronto Dominion Bank. 


There was somethine there they sent up. 


~--Off the vecord discussion. 


BY MR. BAIRD: 


261 Ge Who Oririnally owned 200,000 shares of 


Vell, thin is the 200.900 shares you 
are talking about? 
c. Yes, the shares 160,900 of which 


wuere event ally sold to Aibert Shulman. 


A. Alan Ma:nes, Ov hig holding company. 
a what was the name Of his holding 
company? 

A. Molly Corporation, or Pennsylvanian 


Corporation whieh worked out of Scranton. Those 
shares, those 200,000 shares were pooled shares 
along with equal amounts held by Shulman's holdi 
eaapany. According tO the billins arrangement, 
they couldn't be s¢1dé without Shulmants consent 
50 when Associated went to Shulman to get his 


consent, he wouldn't give it. 
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Q. Why would Aepoc'ated to go Shulman 

tO obtain hie consent? Did Lt not purchase 
whavos at this stage of the explanation? 

A. It was done almost concurrently. 

Q. Was it preppsed that Associated Canadian 
Holdings Limited would purchase those shares from 
My. Manag? 

A, Yes, it was proposad that those snares 
be BOLd by Molly Corporation to Associated by 
Mr. Mannes for $200,009.00 purchase price. 

Q. How did Daylite of Grand Bahamas come 
inte the pieture? 

A, Daylite of Grand Bahamas, at the same 
time, had made an agreement with Mr. Mannes 
that those sharss representing $200, 000.00, 
would be given t6 them in part payment of 

the advances that were made by Daylite to 

Mr, Mannes. 

Q. Did Daylite of Grand Bahama receive 
anything else besides the 200,000 shares of 
Five Wheels Limited? 

A. In settling the geal with Mr. Mannes, 
a package Of some Alaska telephone stock, and 
American Bowling Corporation bonds, were 
ineluded in the transaction along with 200,000 
escrowed shares of Five Wheels. Those assets 
and this stock, were Of cOurge worth cero and 
all of the value was attributed te the 200,000 
ehares Of escrowed atoek Of Five Veels. 
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1] 268 “. DEI Doylitea pay any cash for those shares 
He Dayllte paid $200,00 .00 cash for them. 
269 a. ‘nd thon iegsocio.ed Canadian Holdings 


P&id Daylits ror the shares? Ise that correct? 
A, That's correct. 
270 Q. Bld you srer rel Mr. Shulman that tne 


Boreas were purchased for Less than a dollar a 


share? 
A. om 
27l § &, Did Mr. Shulmer ask you when he agrecd 


to buy the shares from Associated Canadian Holding 

Limited the prices at whieh Associated Canadian 

Holdings Limited purchased the shares? 

Be The azreéd on price to Mz. Shulman 

was $160,000 00 for 160,000 shares, There was 

never any discussion for any less price than this. 
272 Q Wag thors any disaussion as to the 

price at which AssGclated Canadian Holdinga 


Limited acquired the shares? 


As No. 

273 Q. Mr. Shulman has told me he authorized 

: you to negotiate with Mr. Mannes for the purchase 
of the shares at 50 cents a share, Is that que? 
A He agkad me tG try and negotiate at 


pest price poasible exactly, but as far 
the bes 


as concerned, it was 
so cents a share W ' 
as the 50 


on 
» agreed Uy 
i tLiing te retain the shares at the 


and in eny avent, Associated 


was qui te 


nad given ¢o My. Mannes but thie was 
@ we aa 


pric 


STEN w wens 
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no: Satistectory to Mr, Shulman. 


~-Sk2ninat lon 


» = -On POMmin- at 2315 >.m. 


TORCNTe 


adjourned at 1:00 pm. 


6 

‘BY MR. BarRn: 

827k a. Mr. Morzan, I would like to deal now 

“ with the question of the re-purchase of the 

10 S2ares Of Comodorc Business Machines which 

il Bors Orleinally sold to Asseclated Canadian 

12| Holdings Limites by the shareholders. Was 

13 share an azreement siving the Original shareholde 
14, tis right to re-purchase the shares of Commodore 

15 | Business Machines which they had 2015 to Associa: / 
16 Canadian Holdinze Limited? ) 
17 A. I believe there was an agreement sei 
18 where the shareholders were given an Cpstion to | 
i9 buy them back at the same orice they turced then | 
20 in, oF approximately $3.55 a share. 
21| ozs, Q. I would like to show you a photogtatic ! 
92 copy of what ourports to b@ an agreement between 
23 angociated Canadian Holdings Limited and Manfred | 
24 tates gatelle Kapp, Jack Trawiel, Helen Tramiel, 
25 penjesin siiperpan, Regios Silberman, C. Powell 
6 Noreans mildred Morgan, and Harry Vagmen. This 
. te dated July lst 3963 and it is nee 
dé errs Can you tell ae whether there wes aa 
r in the sane fom ever signed by the 
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Part ie me 


A, 


nN Lome 


I was under sho impression Lt was 


8) gne3 and I b.lwe —. I 


am no. 100% certain. 


Ith ; 
ink I Sxercised the option and pals the 


company for i 
Q. 


does thig bear out your record? 
The recOrds do indicate that you .m=rcised 
your Op-ior and naid certain moneys to the 
company. Nr. Tramiel and Mr. Kapp, nowever, 
S.ated Chey dig no know of any such agreement 

tO re-purchase ihe shares and were not parties 

SO any agreement? 

A, YOu mean :hat they didn't sign this? 

Q. That Jnere was nO agreamert, whether 
sisnedg Or unsiznsdg 28 allow the shareholders to 
re-purchase che shares? 

A. This does not agrea with my ungerstanding 
of che tracsaction. 

Q. With wnom did you have he agreement? 


A Rith she parties listed in he draft. 


16: Photostatic copy Of agraement between 
~~BXHIBIT NO. Associated Canadian Moldings and 


Nr. Kapp and otners dated July Ist 1963. 


Y NR. BAIRD? 
pe you have & signed copy Of the 
Q. 
agresneni? 
I gontt know whether I dO Gr mt, Sut 
A. 


go x wiih forward 1¢ 00 TOU: 


t , 
af yeu neve any diecussions with tne 


pid 
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Persons referpag 'O in vhis agreemant:? 


mG The Jlacugsiong were with Mr. Tramiel 
and Mr, Kanp very definitely. 
Bh ms There 1s 9 mamOrandum attached to the 
financlal statement prepared by Wagman, Fruitman 
& Lanso which reads as follows -- these are 
notea tO the finanetel st temant of Associated 
Canadian Holdings Limited which I will eter as 
Mxhnibit 17. It readse 
“The company hae entered into an agree- 
ment datad July lst 1963 whereby an 
Option was given to re purchase 215,000 
shares Commodore Business Machi:.es at 
$2.50 2 share the gaid option to expire 
June 30th, 1965. The company's portfolio 
ineluges those shares valued at $3.50." 

Ig that your understanding of the fact. 

A. Yes, that is my underetanding. 

§o Q. Mr, Morgan, you have stata that you 
exereieed your wight tO redeem the sharea. How 
did you do this? 

‘ By paying cash for tha shares, 
Financial atatement Of Associated 


~-EXHIBIT NO. 173 an Holdings Limited prepared by 
a Pruitman & Lando. 


YX MR, BAIRD! 


33 Q. 


muen money did you pay Asseciates 
How ; } 


ngs rimites? 
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n 
1 the last cheque Z have in my 
POSneagsio 
y) L n herg, whioh ie December 2yth, 1964 


for $123, o19, BOL, 


3 ' that was, tn my opinion, 1 

; balleve, tha balanae Owlng tO the company. 

5234 = You are producing 1.0 me, an original 

6 Certfted chaque in Lhe amount of $129,019.50 | 

7 drawn by €.P, Morgan tn favour of Associated | 

8 Canadian Holdings Limited and marked Por depoalt | 

9 Only t© the credit of Associated Canadian Holdings, 

10 Limitad." YX would enter that as Exhioit 15. | 

11 I would like a photostat copy of that. 

12 Aw You can dO the same with that, | 
| 


14|-~ EXHIBIT NO, 192 Original certified cheque in the 
amount Of $128,919.50 dated Decemver 
29th, 1964. 


THE DEPONENT: I believe there was a 
transfer from my account at Barrett, Goodfellow 
to Agecetated Canadian Holdings Limited fer 
whatever the difference was when the shares 
were delivered from thelr account to my account 


at Barrett, Goodfellow. 


Q What d¢ yOu aean by that? 


A In other words, I would give Barrett 
é 


on to pay Associated Canadian Holdings 
Limited & flat amount of money based -- I though: 
$3.55, bub it ould bs $3.50 a ahare at 


a directi 


ti. wad 


4 
5 
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T Gabns rr laces te 
the time 
‘4 8) 
Ou! . “Pansfer. In other words, transfer 
80c lated Canadian Holdings Limited Xx 
nu 


moor og 
Bare 
8 tO my account at $3.50 a share. 


rn 
Ye here any Credgitg—__ 


6 ~-OfPf the recorg discussion 


7 


giBY MR. BAIRD: 


91236 
10 
11 
12 
13 


14/287 


17 p88 


21 239 


GQ. The books of account show a receipt 
On December 39th 1965 re H. wagman $99, 750.00. 
This, aceerding to my calculations, means he 


would have redsemed 23,500 at $3.50? 


A, That's right. 

QQ. Was that yOur understanding of the 
*ransact1Lon? 

A. Yes. 


a. The books indicate therewas a receipt 


of $128,019.50 which would indicate youhad 
redeemed 36,577 shares at $3.50. Is that correct? 


That's correct. 


ay 
ote 


Q And then the books indicate a receipt 


M. Morgan Of $52,500.00. This would 
wife nad redeemed 15,000 shares, 


from 
indicate your 
Te that correct? 


A. Yes. 

@ What was the gmathod by which you, 
m 

your wif @s 
urenase snares at $3. 
aid cash by Our Own pereOnal cheques 


and Mr. Wagnan exercised your Option 
50 a share? 
to Pp 


As We P 


293 


294 


IBY MR. 
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tO Agsoclatag Canadian Holdings Limited. 
Q. Pid you pay cash before the shares were 
delivered to Barrett, Goodfellow & Company and 


transferred to your account, or afterwards? 


A, I thoug:t it wag concurrently. 
Q. Mr. Morgan, I would like to show you 


& cOpy Of letter dated November 20th 1964 which 


appears to have been whiten by Associated Canadian 
Holdings Limited to Barrett, Goodfellow & Company. 
Do yOu know whether such a letter was written? 
A. Yes, this letter was written and was 


answered by Mr. Tramiel. 


---EXHIBIT NO. 19: Copy letter dated November 20th 1964, 


from Associated tO Barratt, Goodfellow. 


Qe + 


BALHS 


q. Hr. Morgan, this letter is dated November 
20th 1964 and your clsjue to Asscciated Canadian 
Holdings LimLtsd does not appear to have bean 

paid until November 29th 1964. Can you explain 
the reason or difference in time? 

A. Thie was -~ this credit for the amount 

of time that was allowed On the thing wag in 


order te obtain une necessary Clearance oa the 
shares. 
Q 
A. 


What JO you mean by that? 


receivable for the 30 day period, OF whateve, 


So ae 
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periog of .ime ic was. 
q. 80 the sharas were transferred into 


yOur name before you paid fgaOciated Canadian 


Holdings Limited for ‘he shares? 


A, I «ould say there was a lapse of ime. 
Q. Did tae seme apply in respact to Mr. 
Vagnan? Was 40,000 shares sransferred into the 
name of Mr. Wagman? 

A. N6, there was 2 lapse of time there too. 
Q What is meant by the novation to H. 


Wagman, "This is your authority to writs same 
letter as above cto Barrett, Goodfellow 
for another 46,000 shares.” 

Did Mr. Yagman write a sacOnd lsiter to Barrett, 

Goodsfellos, and to whom were the additional 

40,0C0 shares sransferreg? 

A. This letter purports tO be an authoriza- 

tion from Mr. Tramiel and I think those initiais 

are Kapp's. I am not certain but I think they 
are. I know that initial is Jack Tramiel to 
cover the total of 30,000 shares, 40,000 at 


Noyamber 20th and 40,000 ag at December 17th 


Q. To whom was the 50,000 shares transferred} 
A. The 30,000 shares were delivered to my 
account. 

a. They were put in your account? 

A. Yes, that'e right, for the handling 


of the transaction. 


Q. Por the transfer of 90,000 shares the 


4/301 
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a] 
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company, according +O the option asreement, ehould 


me v2® received $25), 0.00, 

A, How mosh 3213 ‘hay receivat 

Q. On December 2th 1965, L. shows a 
recelot af $250,259.50 Can you explain the 
Jifferenceat 

A. “2s there an o3d number of shares 


Trangferret? 


~~-Off the record diseiussion. 


a> caat tise Sild thie be correct? 
A, It ie cuits oossible that this adjed4 


number Of snares yere transferred. That lstter 


might have callej for an added 10t, or even 
of 4O,C). It te seseibls they mish: nave 


transferres another 40,077. 


Q. Did you exercise your right +o purchass 


any further shares? 


A. RO. 

Q. Vas thie the only transaction which 
Lavolves--- 

A. Which involved Mrs. MNergan, and me, and 
Rarry Wagnen. 

Q It appears fram this you dis not 


axercise your right °° purchase all the shares 


woneam = 73 


PETER W. MCHUGH 
SPECIAL EXAMINER 
TORONTO 


yOu cald Save purchased. Is tnat correct? 


2 A I wals have to check the records but 
§ fran looking at those Sisures, &t wacl3 seam 99. 
4 OC ¢. It appears originally you wouls oars 
i been entitles 20 buy 52,237 and in fact, you 
0| only purchased 36,577. Can you explain i238 reaso 
7 why you 319 no: exercise your righ: %© purcnase 
S| the remaininc shares? 
9 5 I would neve to check my records 1° 
10 say they werer': nurchesad bt I believe i 
il O-tion did no. expire antil some cime ir Late 
June of 1Q65. 
<q Nr. Morgan, .he DOa@ks Cl acc@ant 


adicate there wac $192,50°.00 secetra? free 
Barratt, Goosfellow on Petruary 1915 i965. Des 
yOu arrance fOr this sQnry 19 be pals co 
fssOciated Canadjier Holdings Limited ty Derret., 
Goodfellow & Company? 

A. is that ir return fer Soy eee eheres? 
a There is no recars Gf wey {1 wae pedi 
to Aggtcia:e2? Canafian Balaings Liwites. I+ yer 
divide this apoant ty $3.50, yea arrive a: tm 


answer of $52, 000. 00? 

A. Well, Tocantt recall this ireneection 
rut X om certain the recards Of Gceéfelles wrabs 
ghew it whether er aet it was Saliveres ageiasct 
payment. 

Q Dis you anderetend the fact 30 be 

Mr. Tremiel and ir Rapp vere mercizing their 


19 


310 


311 


312 
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rishte to re-purchase the shares of Commodore 


Business Machines? 


A, I was under the impression they were, 
yes. 
Q. why were 30,000 share referred to in 


Exhibit 19 all transferred into your name? 
A, Because those were handled for Mrs. 


Morgan and Mr. Wagman by myself. 


Q. Why did you handle Mr. Wagman's trans-~ 
act Lon? 

A. ith his permission. 

Qe What arrangements vere made co handle 


Mr. Tramiel and Mr. Kapo and sheir wives! shares? 


A. I gid not have control of the AgsoOciatag 


books, sO I can't tell you. 


Q. YOu don't know what she arrangements 
were? 

A, ho. 

Q. On July 10th 1963, Associateg Canadian 


Holdings Limited paid Aurora Leasing Corporation 
Limited $29,200.00. This was applica against 
the indebtedness of Don Mills to Aurora Leasing 


Corporatim. Were yOu aware that this transaction 


took place? 

A. No, I wasn't. 

Q. Did you authorize it? 

A, No, I didn't. 

Q. In January 1965, 15,000 shares of the 


Dale Batate were sOld to Mr. Calvert at $1.50 a 
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i share. Were you aware Of this transaotion? 
2 A. Yes. It was iu connection with the 

/ acquisition or che Jebenture of AssOclated, or 
“| at least, of the Dale Estate, and it was mutually 

s a;reed that Annett & Company, and the holders of 

6, vhe Dale gsbeniure, that certain division of the 

7 debenture wag to be made and Mr. Calvert who 

8 then became the President of Calvort-Dale 

9| Limitd, which was an amalsamation of the Dale 
10! Batate and Calvert Florists in Brampton and this 
11} was arranges by Annett & Company and each holder 
12, save uo & proportionate number of sharas and/or 
13 debentures of the campany to Mr. Calvart. 

14] 317 Q. In July and August 196%, Associated 

15 Canadian Holdings Limited paid $115,009.00. to 

16 Trans Commercial Acceptance. Thig mOnSy seans 
17 tO have been applied to the share capital of 

18 Trans Commercial Acceptanca Corporation, 

19 Subsequently, the shares of Trang Commercial 

20 Acceptance ware sold to Hugo Oppanheimbank 

1 (Canada) Limited. Were you aware of this 

22 transact Lon? 

23 A. No, I was not. 

24| 315 Q. Did you authorise itt 

25 A. I 3846 act. 

%6 319 ® Wes you cOnaulted in determiring the 

a7 yalue of the shares Of Trans Commercial 

28 Aceeptance Liaktedt 

29 A. I was not. 
20) 
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320 Q. On March 4th 1965, Associa .ed Canadian 
Ifoldinys Li iteg borrowed 4,000 sharsa Of AtlanatL 
Acceptance Corporation Limited and pledged them 
with Barrett, Goodfellow & Company. Barratt, 
Goodfellow & Company than advanced $100, 000,00 
cash tO Assoclated Canadian Holdings Limited. 
Were you aware of thie transactLon? 

A, They 41a what? They bought 4,900--- 
3e@l Q. 4,000 shares of Atlantic Acceptance 

Corporation Limited were pledged with Barrett, 

Goodfellow by Associated Canadian Holdings 

Limited. 

A, Where Jig they cat them? Did they 

buy them On the open market? 

322 Q. XK understood they were part of the 
shares of Atlantic Accaptance Corpration Limited 
owned by the Hugo Oppenhsimbank in Berlin. 

A. XY know nothing of this transaction, 
or this Loan. 

323 ¢. The $100,000.00 was received from 
Barrett, Goodfellow & Company and I understand 
1¢ was used for the investments made by 


Associated Canadian Holdings Limited to L.B,H. 


Management Limited. Wer you aware of that? 


4 I was aware that $109,000.00 was put 


{nto LB. He Management 
the opinion that thie was & personal 


Company in Grand Bahama, 


put I was of | } 
inveatment Of Mr. Tramiel. In fact, Mr. Tramiel 


t in the 
pave & personal cheque to the bank 
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| Bahamas for this investment and thie cheque 
: ¥GB returred n.s.f. The first tine I found 
: Out it was an investment of Asgociavad wae after 
4/ Atlantic's Jofault and Mr. Bidell had told me 
5 that this cheque had bean returned anJ had been 
6, replaced Ly a cheque of Associated Canadian 
7 Holdings. 
8) 32h Q. On March 2nd, 1965, Associated Canadian 
9 Woldines Linited issued a cheque to Jack Tramiel 
10 for $100,000 oO. Did you authorize this cheque 
| -O of Lssued? 
12) A t ais noi 
325 Q. Were you aware of the fact the cheque 
was beins issued? 
ai I tias uot avare of it. 
325 c. This cheque appears to be slaned by 
My. Kapp and Mr. Naman. Did you sive Mr. 
Wamman any instructions resarding the Lssuing 
of this chaquc? 
A. Mr. Tramiel and My. Kaop ran Aasacciated 
Canadian Holdings Limited, authorized the 
issuance andj sicgnatures Gn all tha cheques. 
327 Q. When I questioned Mr. Tramiel concerning 


this transaction, he stated that the $100,000.00 
cheque which I hava previously referred to dated 
March 2nd 1965, was issued to him to pay it in 

for shares in ths Lucayan Beach Hotel Management 


Corporation. I then asked 
"my wasn't the cheque issued directly 


oe an 
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to L.B.H. Management Limited by 
AssOcinted Canndian Holdings Limited?" 
Hig answer was, 
"I believe the only reason would be 
because through the Corporation directly 
tc do it as fast because Mr. Morgan 
wanted it done immediately. It would 
involve muct: more saper work.” 
Is that jrue? 
A, I can'S say where ii wolld make any 
GOrs pader vork than so have done what they did. 
I would think it would be more naper work toa 
lesue o checue to nim 3éreonally. 
Q. My nexc question was 
"In what way? I gontt understand why 
4£ would involve more paper work for 
chem tO issue a chegue to you and you 
issue a cheque to L.B.H. when in fact 
& cheque could be issued Sirectly to 
L.BeH. Hanacement Corporation from 
AgsOciated Canadian Holdinss?? 
Then I carried On and asked him 
"Who authorized this transaction? 
A. Mr. Morgan." 


A I have already answered that question, 


~--Off the record discussion. 
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1 MR. BALRD: 


2/329 Q. Did you understand the $100,000.00 to 

3 be a nersona loan by AesOctated Cana3sitan Holdings 

4 Limited to Mr. Jack Tramiel or did you understans 

5 that isscciated Canadian doldinga Limited were 

6 purchasing 5§,000 shares of the Lucayan Beach 

7 Hotel, in L.B.H. Management Limited? 

8 A. I did not hava any knowledge of the 
“rangactlon. Perhaps tho Clarkson Company might 


cilvea you the shareholdings of L.B.H. Management 
whether or not they were issued in Mr. Tramiel's 
name, Or in Agsoclated Canadlan Holdings! name. 
L vhink they were just advanced myself. T think 
4t vas just an advance to the company On an open 
j.0an. 

330 G. And yOu undergtand the advance to havea 

been made vy Mr. Tramiel personally to the coopany 

and not by Associated Canadian Holdings? 

A. That's right, a parsonal lean to L.B,H. 

Management Limited. 

Q. How was AssOclated Canadian Holdings 


332 
Limited involved in the financing of the Lucayan 


Beach Hotel Company Limited? 


A he AssociLated Canadian Holdings Limited 


porrowed, I think, $1,200, 000.00 from British 


Mortgage & Trust and in return for 200,000 shares 


ef Lucayan Beach stock in the 
ex those shares were re-offered 


form Of temporary 


financing and lat 


$e the public under the Prospectus. 


---OfF the 


morass 80 
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r@cOrd discussion, 


BY MR, BAIRD; 


332 


334 


336 


337 


Q. The books of aapunt indicate that 


8 
$38,500.00 interest was paid to British Mortag 


& Trust @mpany. Was this your understanding? 


A. This was correct. 


Who was to pay the interest? 


The hotel company. 


And on July 15th, 1964 $50,000.00 waa 
Paid to Associated Canadian Holdings Limited 
by Daylite Grand Banamas? 

Ay This was charged to the hotel company 


and remitted to Associated to cover their 


interest and the last of them sold and the shares 


were Offered to the public at, I think, a cent 
@ share, 


Q. Barrett, Goodfellow & Gmpany appear to 


have paid Associated Canadian Holdings Liniteg 
$1,098, 000.00 beings a loss of $2,000.00? 


A. Which is the one cent a share. That 


is a transfer tax. 
Q. There appears to be a profit in the 
transaction of $10,600.00? 

That is correct. 
Q. Was that profit what Associated 
Canadian Holdings Limited were entitled to for 


ownodating the Lucayan Beach Hotel Company 
ace 


Limited? 
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A. That is correct. 
= Aurora Teasing Corporation Limited, 
the same 


‘ime, pals tne Canadian Imperial Bank 
Of Commerce, $1,219,900.00 - that is on duly 
15th 1964 and the aotatien on the back reads 

Draft Barrett, 
A, 


Goodfellow & Coapany? 


t is the purchase of -- that is not 


et the game time as ths other transaction. 


e. Yee. is “ppeare to have been Barett, 


GoodPeliowts payeent te Associates Canadian 


Holdings Linttes en3 appears te have been made 


Cn duly 15th 1964, one Jay later. Dig Aurora 


Leasing Corgoretion Linite3 surchass those 


chores fro-= Bamett, Good’ellox. & Company? 


A, D-ylite of Grins Bahama purchasag 


B1ares st 26.05. Those vere tne public offering. 


Q. And boy cee Aurore Leasing Corooration 


Limties3 involved in that transaction? 

Ay T think the transaction wag just a 
matter Of accommodation at that time, 

Q. Dig Aurorr Leasing Corporation Lisiteg 
joan Daylite of Grand Bahama the goney for 
their purchase Of tnair shares from Barrett, 
Goodfellow & Company? 

A. I am mt certain but I think they 

did at that particular time. 

Q. fhere is a letter in existence which 
I doen't have at the present tise, which appears 
to be a letter frou you to Associated Canadian 
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1 MOl3inrg thatted dated May 20th 1068 advising 
2 thet Ageoctat:? Caragien Bolgings {iuited nad 
3 Fearentees tre loes by Trang world Mortpase to 
4 D-ylite Oracd 3: am5, 

> A. fo wro? 

6| 343 c. strane “Orl2 Mortgage, amount not 
ttated. Circ vo: tel) ne anything about that 

8 trarsactic-? 

9 ; T 22 sorry, Me. Bird, I dontt recognize | 
10 “he name. 

il) Hs So “x was Doiylites Grand Bahama? 

12 : Daylit: Grand Behama was a subsidiary 
13 | OF Dalice (Porent3). 

12 SKS = ealitc (Cannda) Limited? 

re & Palite (Caraga) Liniteg 
16 346 a. vid vO. Own any shares tn Daylite 
17 


Crand Bahara? 
&. le, I didn’t. 

a. Did yOu own any shares in Delite 
(Canada) Linited? 

é Ho, I didn't. 

a. vey were you accOmmedatine Daylite 
Grand Bahamas? 

A. Well, because I was interested in the 
financing from the point of view of Commodore 
Sales Acceptance who had advanced substantial 
sume to Dalite (Toronts) who did all the 
eenstruction work on the employee housing and 


the Marina and other items in the Bahama. 
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349 G. Mr. MOrvar, Or Adril Path, 1968 
AsgOciated Canadian Holdings Linited purchased 
from Commodore Buginess Machines, a 7% debenture 
par value of $250,900.00. I uneratand that 
along with the debenture, there uecte share 
warrants leaves. Trees were 55,000 chare sabrante 
issued. Yers you avare of that? 

8 59,900 varrants? 

350 Q, Qn the $259,000.00 Jebenture? 

A. "BY" uasrants op senetuinc. 1 act nov 
Sure Of the nutbor, but I do know thers were 
Cartaic yvorvants treanes. ves. 

--~OfF the record dicenesior. 

BY MR. BATSD: 

351 Q. ioAave vesn advised, Mr. Moreran, there 
vere #O,0G> 40 corth or enare warrante ftasued 
with the ©P50,000.00 debenture. ap those, there 
is a record Of 15,750 warrants bein siver to 
British Mortcare & Trust Company in cOnsidsaeration 
for their ioan. Can yOu tall me what nappened 
to the remainder Of ths share warrants totallin: 
31, 250? 

A. They are and should be the property of 
Assodated Canadiear Holdings Limited as of now. 
-- Off the record discus: tn. 
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1| BY me. BAIRD; 


2/352 
3 
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Q. WO negotiated the transaction with 


British Mortrage & Trust Company concerning the 


toan to Associated Canadian Holdings Limited? 


A. Mr. Tramial. At the same time, he 


RaMdated the loan on behalf of N.@.K. Investments 
Q. D1ld you have any negotiations vith 

Mr. Gregory of British Mortgare & Trust Company 
cOncernin:: the Loan? 

Ay Yes. Mr. Gresory consulted me about 
che total owall advance and I was aware of 


negotiations taking olace between Mr. Trahiel 


ao3 himself, 

Qs. Mv. Morgan, I would like to show you 

& schedule prepared by Mr, Lando. I would 
enter this as Exhibit 20. This schedule, I 

am told by Mr. Lando, represents the Location 
of gharés Owned by Assoclated Canadian Holdings 
Limited an of December Jlet, 1964. There are 
certain items in thig schedule I wish to agk 

you about. Can you tell me why 13,000 shares 
would be in the possassion of Eagtern and 
Chartered Trust Company? 

A. I belisve that this number of sharay 
were there as cOllateral t¢ a loan to Asaoclates 
.« that te a call idan to Asseclated which was 
negotiated by Mr. Tramiel. 

a There ig nG record an the books of 


ascount of Asscciated Canadian Holdings Limited 
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Of their teins indebted to Bastern ang Chartem® 
Trust? 

A. I know tnero was a loan there. In 
whose name 1t vas taken out, I go not know. 

a. The next item is H. Wegman for S.K. 
which, I understan3, means safekeeping re Kapp- 
The amount lg 21,500. Do you know why those 
Bares were oeinz halg by Mr. Nasman? 

A nro, I don't, 

Oe Di3 yOu know Mr. Yagman vas holding 
he shares? 

A, HO, I cantt answer that preperly. Tf 
cnOugnt Ur. aman --= 


Q. Mr Jaman has nO®s been able te tell 


Tus next item ie Adalaide Acceptances. Be you 
know why 25,000 shares were tn the possession or 
Adelaide Acceptance Limited? 

A. Those wers cOllateral to a loan Lor 
Valley Farm and they are an ancommodation to 
Valley Farm. 

e, Did Hr. Tramiel authorize tha pled sing 
ef the shares Owned by AssOciated Canndian 
Holdings Limited to Adslaide Acceptance Limited 
for @ loan to Valley Farm & Enterorises Liaiteds? 
A. This had teen in existence for some 
period of time prior to the taking ovar or 
AssGelated in ites full sanagement aince by 


Mr. Tramiel and he was, I believe, aware they 
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wsre there. | 
Q. Were U-hose shares pled;ed with 

Adelaide Accentance Corporation Linited prior 

tO the incOrporation of Associated Cavadtan 
Holdings Limited? 

A. I think Mr. Poultney can give you that 
information becnine this 18 of Valley Farma. 

We talked abont that yasterday. 

a. Ths next item is the Canadian Imperial 
Bank of Conmerca 89,349. Can you tell ma wry 


the shares vere lodeed with the Canadian Lipurlal 


Bank of Commerce? 


A. This vas in connection wit) a Loan. 


Q. Next itom 16 Marvcantile Bank 22, 700 
Do you know why thoge shares were LOded wlin | 
the Mercantile Bank? 


A. They were there as 7Ollatcral to a 


loan by ossoclated, 

Q. T understand at this time there wag 
no money Owing at this time to Mercantile Bank 
but rather the loan was given to Hr. Tecatey 
personally. Were you aware of thist 

A. No, but I Knew there was « time weer 
he was indabted to the bank personally an: 


these shares were mage to him as 34 ac >cmmtetes: or. 


ting location of shares cere 


_~<KQOOBTT WO. @'t Schedule prepared by Er canto 
represen 


b aseociatead Canadian Baltiequs ag cy 
December Slat, 196%. 
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Tiny MR. BALIN: 


21 30) 
3 
4 
5 
1 404 
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on Ps ruanges, ‘tony here ta 1G 17,6677 

Toon answer that gucetion but tne | 
eoO"ds O” TG.K. ahould very Jerinitely 
chow 45, | 
Q. hs. Moran, I wold like “0 show you | 
acJ enter as Exnits: C1, a Letter on the 
bubterhead oe 9.G.K. gated January 9.4, 1965. | 
Wan chile le hos abred by you on benalf of 


NeG.K. Invce carte Lint: 3? 


: Do es OPS Aes md 4 nis 2re 
ES, way i anon Ao 
© Did 0.G.K. Lnavee nen.a Linie-4d old 


et DEY tar SP eae SArn * = . . 
17,567 chase of Connojore Bustnesa Machines 


whiten bolon 23 29 Asgscciated Canadian Hol3ings 


Limited or Janunry Sth, 19°62 

“ae £ 30318 Boy, Yup 

&. \hNevra wore ‘hey? 

Ae Ii was orovably ia NYG.K.'3 box at 


that. time. hie wes fer balance shee: pnurporer. 
Qa IToam sdvised tihnat NwG.K. had vledved 
17,667 shares of Commodore Business Machines 
Limited with Bricish Mertcace & Trust Company 
Were you aware of this? 


an security ror Jaan. 


A. Is thai in connection with the 250, 000 


shares? 
G. Yea? 


A. $250,000.00. I knew N.G.K. didn't 


haye shares that did not, in other words, that 
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belon-eg to Associated, hay not accounted for 


thea. Those shares were loaned by Associated 
tO KeG.K. for collateral purposes Ln connection 


Ath the borrowing prom British Mortgage & Trust 


| Gompany of -~he $250,000.00 to purchase serles "oe" 
6} 
| Sebencures. 
7, 
i if ae 
; q. *hO arranzed this transaction? 
| La 
9 | ie It was between Mr. Tramiel and myself. 
: = Nr. Tramiel approved the pledging of 
0 
Le Bhares in cha. fashion? 
11 
A. Pirhe., 


~~-EXHIBIT HO. 21: ‘ter fron N.G.K. Jated January 5th 


men the item C.P.W., whieh I understand 
represenss yOu, lir. Morgan, 6900 shares. D1d you 
hOld 6900 shares belonging to Associated Canadian 
Holdinss Limited as cf Decsmber 3ist, 19647 

A This item was in dispute and it 
represented 4 recOnciliation Over ali of the 
transactions and I believe on that under those 
slips of paper Once before, it had been marked 
as H. Wagman in trust, a Jiffererce of some 
5800 shares. In the multiplicity of transactions 
there was a discrepancy Of thoss 6905 shares anz 
we cOuld nevar find where they has gone io. We 


were only Out 5324 shares at that particular ti 
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and this was 6900. 

Q. You are referring to Exhibit Mumber 

Ry and there tg a reconctillation on the last 
Page which shows 5,314 shareez not aceounted for 
and the notation 1s to be charged H. Wagnan in 
trust. Wha. does that mean? 

as It meant that all of the shares frou 
the time of their original issue through escrow, 
Were either tn the namee of individuals and they 


Were in Solomon's office, and where they nad 


been awitched ¢rombne comany into another, or 


One dergon to another person, there was a 
Siscrapancy of 5,314 shares and the game thing, 
at December, this nad crept up to 5900 and Mr. 
Lando charged Lt to my investilestion -- that is 


C.P.M. resresents I was Lnvestigatine tha 


whereabouts of chose shares, 


Q. But you gom?t have them in your possesstipn? 
A, HO. 

Q. And yOur wife doesn't have them? 

A. Fo, we don't, 

a. Mr, Morgan, B.M. & T,, I assume, 


represents British Morteace & Trust Company 
42,725 shares. Are those the 42,725 anheres 

we have previously discussed? 

A. Exactly. They are in connection wits 
the series "B* debentures. 

@. 5,000 shares Of Five Wheels Lini:ed 
were delivered to Mr. Manfred Kapp by Associates 
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Canadian 


Holdings Limited, I believe, in the fall 


Of 1964. De you know why this was done? 

A. I do not. 

a. Did you authorize 1t? 

A. No. 

Q. On July 10th, 1963, Associated Canadian 
Holdings Limited took Over the position of Dallas 
Holdings Limited in Commodore Business Machines 
Snares, being 64,070 sharas. Did you arrange 
for this to be done? 

A. Yan, 

Q. 


Holdings Limited took over the position of 


On July loth 1963, Asgeciated Canadian 


Valley Farm & anterpriseas Lini:ced in Commodore 


Businesa Machines' shares being 109,413 shares. 


Did yOu arrange for this to bs done? 


A. 


here, that f did it in consort with Mr. Tramiel, 


The game answer. 


Qs 


in truest. We previously discussed this. There 


i wanted 69 adj to the other one up 


There ia an entry in the books H.W, 


was a lean wade On July @nd 1963 when Associated 
Canadian Holdings Limited bought 9,503 shares of 
Commodore Business Machines forglh, 729.00. 

wre cheque in repayment Of thig loan of February 
1gth 1965 wes deposited in the account of 
Chartered Management Consultants Lisited. Can 
you explain this transaction? 

As in July? 
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Comno rc e? 


A. 
Q. 
A. 
Q. 


A. 


I waz One of them. 

Did you pay orf the loan? 
No, I didn't pay it off- 
BDO you know who did? 


I think Lt was Mr. Tramiel but I as 


not certain, 


Q. 
A. 
Tramiel. 


Q. 


$7 os are veo? “ ht g 
Bank of Commeree transferred 23,249 sh 


Commodere Busiaces Machines to Guarantor 


Who were the other guarantors? 


Mx. Wagman, and Mr. Kapp, and Mr. 


Y understand the Canadian imperial 
nares of 


3 who 


paid off the loan. Yere you aware of this? 


A. 


L knew he had transferred some shares 


but IT did not know the amount. 


_.-Off the record Jiscussion. 


mR. BAIRD: That's all. 
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